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WANGE—THE ONLY CERTAINTY 
IN PLANES VS. MISSILES 


By JAMES BRL TLER 





: eg ag ) REAPPRAISING THE DYNAMIC 
LECTRONICS INDUSTRY 
t Each STATE IS PAYING IN TAXES WHAT TO DO ABOUT 


* * — Makers of Controls and Devices 
" pg * pono ae = 1957 DIVIDEND CASUALTIES — Business Machines — TV — RADIO 
Oy We SEAAR | By ROBERT EMMET Mi th tend xvens 
IMPACT OF THE EUROPEAN COMMON MARKET — With a Breakdown of 
ON U.S. EXPORTS AND INVESTMENT ABROAD * 1956 Corporate Statements 





By WALTER H. DIAMOND — Exclusive Annual Feature 





2. Radio Corporation of America 
in 1956 did the largest volume of busi- 
ness in its 37-year history. For the 
second year in succession sales ex- 
ceeded one billion dollars. 

Sales of products and services 
amounted to $1,127,774,000 in 1956, 
compared with $1,055,266,000 in 1955, 
an increase of 7 per cent. 

Net profit before Federal income 
taxes was $80,074,000, and after taxes, 
$40,031,000. Earnings per share of 
Common Stock were $2.65 in 1956, as 
compared with $3.16 in 1955. 

The Corporation’s Federal income 
taxes, social security taxes, property 
taxes and other state and local taxes 
totaled $55,633,000 in 1956. In addi- 
tion, the Corporation paid excise taxes 
of $32,170,000, making the total 1956 
tax bill $87,803,000, an amount equiva- 
lent to $6.31 per Common share. 

Dividends totaling $23,965,000 were 
declared by RCA in 1956. This in- 
cluded $3.50 per share on the Preferred 
Stock. Dividends on the Common Stock 
were $1.50 per share, the same as in 
1955. 

Color television continued to ad- 
vance in 1956 with public interest 
stimulated by the RCA Victor line of 
new and simplified 21-inch color sets. 
Regular color programming on NBC 
was increased during the year and is 
being further increased in 1957. More 
programs should result in more sales of 
color TV sets and stimulate growth of 
the industry. 

Engaged in the development of elec- 
tronics as a science, art and industry, 
RCA is dedicated to pioneering and 
research, and to production of elec- 
tronic instruments and systems of qual- 
ity, dependability and usefulness. To 
the full extent of its resources and fa- 
cilities, the Corporation contributes to 
the national security and expanding 
economy of the country. As one of the 
leading industrial organizations in the 
United States, RCA aims to advance 
the progress of radio-television, to 
provide new and improved service to 
the public, and to strengthen the pre- 
eminence of the United States in inter- 
national communications. 


AanToamagy, 


Chairman of the Board 








RESULTS AT A GLANCE 
From RCA 1956 Annual Report 








1955 


$1,055,266,000 
12.1% 





1956 


$1,127,774,000 
6.9% 






Products and Services Sold 
Per cent increase over previous year 












Profit Before Federal Taxes on Income 80,074,000 100,107,000 
Per cent to products and services sold 71% 9.5% 
Per common share 5.53 6.91 










Federal Taxes on Income 40,043,000 52,582,000 
Per cent to profit before Federal taxes 

on income 50.0% 52.5% 
Per common share 2.88 375 















Net Profit 40,031,000 47,525,000 
Per cent to products and services sold 3.5% 4.5% 
Per common share 2.65 3.16 






3,153,000 
3.50 


3,153,000 
3.50 


Preferred Dividends Declared 
Per share 












20,812,000 
1.50 


20,901,000 
1.50 


Common Dividends Declared 
Per share 








23,965,000 24,054,000 


Total Dividends Declared 











222,087,000 206,020,000 














Reinvested Earnings at Year End 





Stockholders’ Equity at Year End 273,753,000 257,682,000 








250,000,000 





Long Term Debt at Year End 249,996,000 











300,839,000 
3.0 to 1 


327,175,000 


Working Capital at Year End 
3.1 to 1 


Ratio of current assets to current liabilities 











Additions to Plant and Equipment 57,517,000 31,039,000 





19,123,000 





22,609,000 





Depreciation of Plant and Equipment 








189,972,000 157,994,000 








Net Plant and Equipment at Year End 








80,000 78,500 





Number of Employees at Close of Year 
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Rich vein of BIG savings for in- 
dustry is Materials Handling —sav- 
ings accomplished by versatile ma- 
chines of huge power, sure-footed 
traction, speed... Talk to Clark! 
Tap this extraordinary wealth of 
experience in every phase of mov- 
ing materials faster, more cheaply. 


CLARK: 


Clark Equipment 
Company 
Buchanan, Michigan. 


EQUIPMENT 





[——. DIVIDEND No. 70 ==> 
Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of one dolla 
twenty-hve cents ($1.25) (Canadian) 
} per share has been declared on the 
Capita stock of t S Lor ny pay 
able June 1 ] » to shareholders | 
ot record it the close of business ¢ 
May 10, 1 








1. F. MeCARTHY, 7y urer 
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Our 50th Year of Service 


- 1957 


The Trend of Events 


J. S. AND BRITAIN .. . Any step toward a sound and 
balanced relationship between our two countries is 
all to the good. And, the steps taken by President 
Eisenhower and Prime Minister Harold Macmilla , 
are welcome indeed, for both countries, despite the 
differences in interests, are united in the love of 
freedom and faith in the dignity of man. We must 
stand together, so that the world can benefit from 
ur joint efforts to destroy the Communist conspir- 
acy for the downgrading of the individual which, by 
brutal dictatorship seeks to make robots of the rest 
of humanity. 

I often wonder what is behind the driving force 
of these men, with the urge to dominate, when they 
have only a few short years in which to live. What a 
wonderful world we could have if these strong- 
minded individuals would seek to uplift mankind 
and develop a better world instead of tearing down 
the existing one, which future generations would 
have to rebuild again—and in the same pattern, so 
long as human nature remains as it is. 


INTEGRITY HIDES ITS HEAD IN SHAME... There has 
been a tremendous decline in the quality and charac- 
ter of leadership in our country since World War I. 
This has had such a deleteri- 


ing the days of Al Capone in the °20’s. This corrup- 
tion has grown and spread through every sector of 
our society. It has poisoned the minds of our growing 
youth, who cynically believe there is no honor even 
among thieves, and that honesty and integrity are 
old-fashioned virtues which have been long out- 
moded. 

Samuel Gompers would have turned over in his 
grave if he had been listening to the testimony of 
Mr. Brewster, who apparently dipped into union 
funds to maintain a racing stable—the toy of million- 
aires and the “sport of kings”—and used the funds 
from the members of his union to pay for magnifi- 
cent homes and all the luxuries of life on a grandiose 
scale. 

While union members have for a long time been 
aware of misuse of dues and of the huge welfare 
funds amounting to many millions, still it must have 
hit them hard to realize the extent to which they 
have been put upon. It is bound to shake the very 
foundations of the labor union movement, Thus it 
would not be surprising to have this investigation 
produce open revolt among union members. 

As we have vointed out in previous issues for a 
long time past, the amount of money in union treas- 
uries is so great that labor 
leaders could readily afford to 





ous influence by bad example 
that it has markedly affected 
the standards of conduct of 
people in all walks of life. 
‘ne Labor Racket Investi- 
ration brought clearly into the 
ypen a long trail of corruption 
ind gangsterism, which took 
hold in this country following 
World War I and showed its 
face in blatant gang wars dur- 


tomorrow’s 
regular feature. 





We call the attention of the 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- | 
lyst. This department presents a valu- | 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
markets, 


forego the collection of month- 
ly dues and operate with high 
efficiency on the income from 
| their capital investments. 

Without question, unions 
| should present financial state- 
ments to the government and 


reader to 


to their members, and be sub- 
ject to the banking laws and 
(Please 


don’t miss this 


turn to page 55) 
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As 9 See JL! 


By JOHN H. LIND 


NASSER DOES NOT HOLD ALL THE TRUMPS 


Not unexpectedly, Dag Hammerskjold’s visit 
to Cairo did little to relieve the deadlock between the 
various powers involved in the Middle East crisis. 
It is even questionable whether the U.N. Secretary 
General’s talks with Col. Nasser have opened the 
door for the hoped-for series of bargaining sessions 
between Egypt and the Western powers over use, 
control and tolls of the Suez Canal. 

Bargaining always presupposes the willingness of 
both parties to come down from their original posi- 
ion in order to reach a mutually satisfactory com- 
promise. Unfortunately, there is no evidence of such 
an attitude on the part of the Egyptian dictator. 
On the contrary, he seems to be falling prey more 
and more to the characteristic self-delusion of 
strong-arm men namely that the cards are stacked 
in their favor and they therefore need make no con- 
cessions to anyone. 

The real facts are, of course, auite different from 
Nasser’s delusioned appraisal. True, he does hold 
two juicy trumps, complete physical control over 
the Canal and the apparent ability to operate it 
without Western personnel. But if he thinks the 
West is without any ace in the hole, he will be in for 
a rude shock. 

The fact is that we hold quite a number of trumps 
each of which, if played correctly, would greatly 
reduce the importance of the Suez Canal to world 
trade. Let us take a brief look at the most impor- 
tant ones. 

There is, for instance, the Gulf of Aqaba, a short 
sidearm of the Red Sea, at whose head lies the Is- 
raeli port of Elath. The Gulf of Aqaba has been a 
great deal in the news lately, but mainly as one of 
the major bones of contention between Egypt and 
Israel. It certainly is that. Israel, barred from using 
the Suez Canal, must have an outlet to the Red Sea 
to trade with the countries east of Suez which offer 
an ideal supply source for the country’s agricultural 
needs as well as a huge potential market for its 
minerals and manufactured goods. 

For that very reason Egypt wich is still con- 
vinced that Israel can be defeated economically if 
not militarily, has for nine years now blocked both 
the Gulf of Aqaba and the Suez Canal to Israeli 
shipping. 

But unrestricted access to the port of Elath has 
far wider implications. Israel is the only Middle 
Eastern country besides Egypt which borders di- 
rectly on both the Red Sea and the Mediterranean. 
It contains therefore a natural land route between 
these two oceans, approximately paralleling the Suez 
Canal. Since the distance is only 200 miles it lends 
itself ideally to road, rail and pipeline connection. 
This fact has now apparently been recognized by 
the United States, Britain, France and some of the 
other large user nations of the Suez Canal which 
seem to have made maritime freedom in the Gulf of 


4 


Aqaba their business because of Nasser’s attitude. 
France and Britain Take a Hand 


In addition, France has already sent the director 
of the Le Havre Port to Elath to advise Israel in 
expanding its harbor there. British and French com- 
panies have also shown interest in financing a rail- 
road from Elath to Beersheba where it would con- 
nect with an existing line to Haifa. Meanwhile, a 
number of East African traders and Italian ex- 
porters have begun to ship hides, perishable crops, 
motorcycles, etc. via E'ath. Thus, after nearly a 
decade of enforced inactivity, foreign-flag freighters 
are now arriving or departing every day. With the 
development of road and rail facilities and the ex- 
pansion of harbor facilities in Elath this still embry- 
onic transit traffic could easily take on substantial 
proportions within a very short time. 

However, the most important aspect of this Red 
Sea-Mediterranean land link is its possibility as a 
major oil route. Israel itself is now completing a 
small pipeline which will fill about half of its do- 
mestic needs. It is to be opened within the next 
couple of weeks. If Israel is able to get the necessary 
oil from Iran it will have proved to the oil-consuming 
countries of Europe, which are watching with keen 
interest, that it holds at least a partial answer to one 
of the continent’s most urgent problems: how to 
reduce the growing dependence on the Suez Canal as 
an oil supply route. 

There is no reason why the project should fail. 
Iran, the only non-Arab oil-producing country in 
the Middle East, has extended full diplomatic recog- 
nition to Israel and has in the past sold fairly sub- 
stantial quantities of oil to it (via the Cape of Good 
Hope). Furthermore, it has never attempted to in- 
terfere in the sales policies of the several Western 
oil companies which form the Iranian Oil Consor- 
tium. 


Financing Available 


Once the practicability of shipping Middle East 
oil via Israel has been established, a large oil pipe- 
line is sure to be constructed across that country. 
In fact, France has already officially endorsed the 
project and one of its largest banking institutions 
has expressed willingness to finance it. According 
to an engineering estimate, the cost of shipping the 
oil through such a pipeline would actually be less 
than the present Suez Canal toll per ton of oil. 


Great Advantage of Turkey 
Meanwhile, another means of cutting down Nas- 
ser’s transit monopoly is at this moment being con- 
sidered in London. There, all the major oil companies 
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operating in the Middle East are meeting to discuss 
the possibility of new pipelines from the oil fields to 
the Sea. Most prominent among the various projects 
is a giant line from Iraq to the Turkish port of Is- 
kenderum on the Mediterranean. Such a pipeline 
may eventually not only pump Iraqui oil but also 
some of the liquid gold from Iran and Kuwait. It 
would not only affect oil shipments through the 
(anal but would also greatly diminish Syria’s im- 
yrtance as an oil transit country. At present all 
cil pipelines from the Middle East are crossing 

Syria which thus controls one third of the area’s 
il flow to the West. 

Since neither Turkey nor Iraq are expected to put 
olitical difficulties in the way of such a project, it 
s most likely that the construction of a pipeline 
‘ith as large a capacity as all the existing Middle 
‘ast pipelines put 
gether will start 
fore this year 
s over. In fact 
’res. Eisenhow- 
r’s expressed ad- 
ierence to the 
Sagdad Pact will 
strengthen these 
‘fforts. 

But pipelines 

1rough non- 
\rab countries 
ire only one 
means to down- 
grade Nasser. 
Much has already 
been written and 
said about super- 
tankers. The fact 
is that an ever 
arger share of 
all tankers is as- 
signed to that 
class. At present 
one third of all 
tankers on order 
are of a size 
vhich could not 
go through the Suez Canal when fully loaded. Unless 
the Suez Canal is rapidly expanded to cope with 
this increasing number of giant ships it will lose a 
substantial share of its traffic within the next few 
years to the route around the Cape of Good Hope. 
However, capital for such an expansion—a matter 
yf several hundred million dollars—is hardly likely 
to come forth as long as Egypt’s attitude towards 
Western capital (the only possible source for such 
in amount) is one of provocative hostility. 

There are still other means of coping with Egypt’s 
(and also Syria’s) oil stranglehold on the West. 
Some of these are likely to hurt not only Nasser 
ind his trusted ally but also the oil countries them- 
elves. For instance, one of the main reasons why 
Vestern Europe was so immediately affected by the 
lockage of the Canal and the pipelines last Novem- 
er was that it had oil storage facilities equal to 
nly two months of normal consumption. This meant 
hat emergency measures had to be taken almost 
mmediately. The lesson learned from this is that 
Jurope must have enough oi! on hand at all times 
» last it for at least nine months. This has been 
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Wearing thin 


brought home so dramatically that oil companies, 
with government aid, can be expected to create a 
bigger buffer against another Middle East shock as 
soon as the oil supply situation has returned to 
normal. Once such an increased oil inventory has 
been created, any new disturbance in the supply of 
oil would hurt the Middle East long before it would 
be felt in Europe. 


New Avenues to Oil 


Finally, in the long run, even Nasser’s most basic 
assumption, namely that Europe has no choice but 
to depend almost exclusively on oil from the Arab 
world, may prove to be delusory. Atomic energy is 
unlikely to make a significant contribution to Eu- 
rope’s energy supply for another 15 to 20 years, 

although the Mid- 
Re | dle East crisis has 
wee "a certainly done 
es a2 much to speed up 

Ne the continent’s 
N a atomic energy 
_f- program. But al- 
Al ternative sources 
; of oil may be mar- 
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mates from offi- 
cial sources, may 
contain enough 
oil to make 
France self-suffi- 
cient in oil within 
another decade. 
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Even more gi- 
gantic are the 
shale-oil and oil-sand deposits in North America. 
So far these have not been commercially exploited. 
But recently the U.S. government as well as several 
private oil companies have reportedly come very 
close to turning Rocky Mountain shale oil into re- 
finable oil at a cost competitive with natural crude 
oil. In fact. some oil companies have claimed that if 
shale oil were to be given the same depletion tax 
allowance as crude oil it could already be produced 
at fully competitive prices. 

What this would mean is indicated by the recent 
estimate of Union Oil of California that the recov- 
erable shale oil reserves in the Rocky Mountains 
alone are 70 billion barrels of oil, or about twice as 
much as the U.S.’s entire proved crude oil reserves 
If we add to this another 5 billion barrels which 
could be economically recovered with presently 
known methods from the fabulously rich Athabasca 
oil sands in Alberta, Canada, plus the shale oil de- 
posits of Brazil which have not yet been fully ex- 
plored but are known to exceed those of the United 
States, we arrive at an entirely new balance of the 
world’s known oil re- (Please turn to page 55) 








Business-EKarnings Uncertainties Shape Market 


Following a limited low-volume rally from the February lows into the first March week, 


the market is currently in a virtual stalemate. Basis for significant rise appears absent. 


Slight easing tendencies in business will bear watching, since extension of them would 


dictate resumption of the decline in stock prices. Our cautious policy is unaltered. 


ry 

The daily ups and downs in individual 
stocks were fairly closely balanced in totals over 
the last fortnight, with most changes small. Hence, 
the averages were confined to a narrow range; and 
the current “wait-and-see” investment mood was 
additionally reflected in low trading volume. The 
general trend-pattern is, of course, unchanged: a 
protracted zig-zag downtrend, with the low to date 
recorded a little before mid-February and followed 
by a moderate rally by the industrial list, a modest 
one by rails. The industrial average has been unable 
to extend the rally since March 6, rails since March 


MILLER 


5; but both were still within close reach of those 
levels at the end of last week. 

Thus, the immediate technical indications give no 
clue to near-term possibilities, making it guesswork 
whether the recovery phase has run out of steam 
or might carry somewhat further. In any event, it 
remains prudent to allow for a later test, if not 
violation, of the February lows. As heretofore noted, 
the utility average makes a better showing in trend 
pattern, having attained a bull-market high March 
15 at a level a nominal 0.6% above its August, 1956, 
top. However, it eased slightly last week. 





THE MARKET IS A TUG-OF-WAR 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 






















































































MEASURING INVESTMENT 
AND SPECULATIVE DEMAND 
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MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
1909 









The Basic Considerations 


As usual, the market’s downtrend 





35 rriiii. | SUPPLY OF STOCKS 50 — —_ in — Sa visible 
330 | | i I | [| | As Indicated by Transactions | 930 nt _ _— It Bt - “ ( € a = = _— id 
| TT | | 1 re at Declining Prices ie i yusiness. us over- apping: — cou . 
aeeeee | | be dealt on: (1) excessive valuations, 
31 T1127 310 especially of popular “growth stocks,” 
290 | Hos at the highs; (2) rising money rates, 
with resultant further narrowing of the 
21 210 spread of stock vields over bond yields; 
(3) the flattening out of the rise first in 
250 250 earnings, later in dividends; and (4) 
| | recently increased doubt about the pros- 
23 | DEMAND FOR STOCKS ++ {——L 230 pective trend of business. But it all can 
As Indicated by Transactions be boiled down simply into a markdown 

210 ] at Rising Prices TTTTTT 210 in investment-speculative | confidence. 
19 | eee eeeeeeee 190 Confidence is an intangible thing, but 


a reasonably good statistical measure of 
it is what investors are willing to pay 
for dividends of representative, promi- 


260 nent-type industrial stocks. So meas- 
ured, confidence reached its peak in the 
250 summer of 1955, roughly a year ahead 
of the top in average industrial stock 
240 prices, with a maximum valuation of 
28.6 times dividends. The ratio had 
230 slipped to 27.0 times at the August 


1956 market top. Meanwhile, the rate 
of rise in stock prices had slowed to a 
walk, with the chart pattern increas- 
ingly indicative of a rounding top area. 
200 At the February low, valuation of divi- 
dends was down to 22.3 times, and the 
ratio at this writing is around 22.9. 
For perspective, the ratios were 31.7 
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at the 1929 market high, 
31.0 at the 1937 high and 
about 29.5 at the 1946 358 
high. Thus, the maximum 
1955 valuation was not so 
far from past extremes. 
At the confidence “bot- 320 
toms” the ratio was below 
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).0 in 1932, around 12.0 3, 
1 1938 and 1942, around 
18.0 in 1947, 13.0 in 1949 5 
and 16.0 in September, 485 
953. Of course, there is 475 


o foolproof guide to 
iarket potentials, and this 
idicator of confidence, al- 
hough it may be useful ' 
rr perspective, cannot tell 
ie whole story. There are- 
ther considerations. Price 145 
sarnings ratios in this 
istance remained general- 
vy less extreme than most 
vast market tops, al- - 
hough they certainly went 
nuch too far in the case of 
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> 
nost growth stocks. 6 ipa hagh FH 
\gain, the margin posi- haus ee a EE Os 
on at no time approached én 


Inerability and there 
as comparatively little 
peculation in cats and 2 
logs, making it the “‘best 
juality” bull market on 
record. Stocks are gener- 4 s 15 
ally more strongly held 
han in earlier times, part- 
y because of the greatly 
nlarged role of institutional investors, partly be- 

ause more individuals are inclined to buy equities, 
mm individual appraisal, for long-pull holding and 
fewer attempt to “play the market.” 

So far as we can see, faith in the economy’s long- 
run growth has not been shaken; and neither has 
the consensus that, regardless of interludes in infla- 
tion, the threat of moderate-rate long-pull deprecia- 
tion of the dollar has not evaporated. The shift is not 
to fear of a serious depression and big market 
“bust,” but to more sober valuations and to more 
caution about interim prospects, with possibility of 
a mild or moderate business recession ahead in mind. 

The market is not “out on a limb”’ now in terms of 
internal, structural vulnerability; but “flat” earn- 
ings and dividends deprive it of any significant up- 
side potential, and it would take little sag in busi- 
1ess—or little increase in expectation thereof—to put 
it appreciably below the February lows. It is surely 
conceivable that valuations of industrials might get 
down within a range of, say, 20 to 17 times divi- 
dends—far from a panic level—and the industrial 
iverage get down to the general vicinity of 400, 
iwainst about 474 now and February low slightly 
inder 455. 











2 23 § 


DECEMBER 





Current Straws In The Wind 
The latest Federal survey of “intended” plant- 
quipment outlays projects a 6.5% 1957 gain, almost 
entirely due to higher prices, against the 1956 rise 
f 22%. However, that would merely mean main- 
nance of approximately the first-quarter rate in- 
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stead of added stimulus for business activity. More- 
over, the projection could prove to be on the high 
side, since that was so of earlier projections of out- 
lays in the 1956 fourth quarter and the 1957 first 
quarter. Contrasting with this indicator of what 
business concerns say they expect to spend, we have 
definite downtrends in machine tool orders and con- 


tract awards for heavy engineering construction. 
So far this year the latter have averaged about a 
fifth below the high year-ago level. 

Fabricators of light steels, going mostly into con- 
sumer durable goods, continue to work down inven- 
tories: and the steel industry’s operating rate, al- 
though still at a relatively high level, is gradually 
sagging. Total automobile output so far this year 
has been only slightly above a year ago, and it 
dipped last week to the lowest level since January. 
Housing starts in February receded to the lowest 
annual-rate level since May, 1949. Department store 
sales so far in 1957 have run a meager 1% above a 
vear ago, more than accounted for by higher prices. 
Demand for bank loans is materially under that of a 
vear ago. The Reserve Board’s seasonally-adjusted 
index of production held at 146 in February, un- 
changed from January, off nominally from Decem- 
ber’s peak 147, and comparing with 143 a year ago. 

Following earlier levelling in earnings, dividends 
have flattened since last November. Due to fewer and 
smaller extras, they were under a year ago in De- 
cember and in January. Later figures are unlikely 
to change this picture. No change in our cautious 
policy can be justified at this time. MONDAY, MAR. 25. 








The Only Certainty 


Is CHANGE on 


AIRCRAFTS 
and 


MISSILES 


By JAMES J. BUTLER 


Ou of a mushroom formation of comment and 
rumor concerning the future of military aircraft 
procurement touched off by Defense Secretary 
Charles E. Wilson’s mention of cutbacks, postpone- 
ment, and target changes, several indicators emerge: 

1. Military purchases of planes are not likely to 
be reduced in terms of units although there will be 
some switches in types of craft. 

2. The White House and Capitol Hill, under a tax- 
payers’ economy lash, will cut around, but not into, 
the Pentagon’s aircraft authorizations. 

3. Early decisions are ahead on missiles but noth- 
ing revolutionary is in sight in this regard. 

4. There will be less emphasis on research and 
more on engineering under a growing policy which 
stresses planes, not plans, 

5. There will be a mark-time period in this and 
other forms of Federal spending until responsibility 
for pruning the budget is fixed, and the decision 
implemented. 

The sensitivity of the market to developments in 
the field of military aircraft was demonstrated by 
the reaction to Secretary Wilson’s press conference 
comments early this month. Conversely the slowless 
with which ground is regained was evident. The 
market reacted with almost incredible speed to the 
Defense Secretary’s statement that the B-58 may 
displace the B-52 as top item of Air Force planning. 
The price of Boeing’s stock dipped. 

But when the Air Force tried to repair the dam- 
age it could do little more than check the fall. Yet 
around the Pentagon and in industry circles there 
seems to be more confidence for Boeing than dis- 
played in the stock market. What has happened in 
Washington within the space of a few weeks serves 


THE MAGAZINE OF WALL STREET 


~ 
— 


otice | 
nust t 


At leas 


A 


a les 


Unde 
ze th 
pects 
it ve 
actic 
ym tl 
aking 
war 
nat I 
stinct 
isa 
ie big 
re of 
d th 
ntag 
s list 
‘ogra 
ngre 
1e im 
it, if 
eside 
it cde 
vere¢ 
With 
ent, r 
rm: 
om a 
om i! 
ssocia 
iblieit 
d th 
rence 
trenc 
It w 
at. V 
s bles 
rhter 
irent 
meric 
acted 
cted. 
ind tl 
oduce 
ind ri 
ilitar’ 


-epubl. 


its f 
en re 
it to 
roduct 
‘eady, 
lobiliz 
Whil 
al, it 
iS Ca 
107: 
ence, 
ality. 
me bi 
ict, O 
the | 
lich 1 


ARCH 


and 
raft 
ary 
one- 
rge: 
y to 
11 be 


tax- 
nto, 


oth- 


and 
hich 


and 
lity 
sion 


s in 
| by 
nce 
less 
The 
the 
nay 
ing. 


am- 
Yet 
lere 
dis- 
| in 
‘ves 


EET 


notice on investors that depth, rather than breadth, 
must be explored in all Pentagon announcements. 
At least until after the “budget scare” passes, and, 
to a lesser extent, thereafter. 


Defense Spending Unlikely To Be Cut 


Under today’s conditions, it is better not to mini- 
n ize the uncertainties or overestimate the favorable 
a pects—for there is a trend moving and the end 
isn’t yet in sight, The dictates of good procurement 
p-actice reject the notion of a drastic shift away 
tf om the programming that has been months in the 
rn aking. When President Eisenhower told the press 
wanted all budgetary items re-examined to find 
hat might be postponed (not canceled—and the 
stinction is important) there 
.as a new, mild case of jitters. 
lhe biggest Government expendi- 
re of them all is for defense, 
d thoughts turned toward the 
| entagon. But, then, [ke reminded 
s listeners that all continuing 
‘ograms have been financed by 
(ongress, ordered by Congress. 
1e implication was rather plain; 
it, if that were enough, the 
esident on his own cautioned 
it defense sights must not be 
vered! 
Within and outside the Govern- 
ent, reaction seemed almost uni- 
rm: analysis of statements 
rom all sources began cascading 
om military offices and trade 
ssociations, as well as from the 
iblicity staffs of contractors 
id they all added up to the in- 
rence of shifting rather than 
trenching. 
It was possible to document 
at. When the Air Force gave 
s blessing to Republiec’s F-105 
fighter bomber, there was an ap- 
irent effort to play down North 
merican’s F-107. The market 
acted as might have been ex- 
cted. But it must be kept in 
ind that the overall capacity to 
oduce and, if necessary, to ex- 
ind rapidly is a matter of abiding concern to the 
lilitary chiefs. It would contravene that policy if 
‘epublic, for example, were to turn out a large part 
its force with no future promise. Blue slips had 
en readied for 4,000 envelopes; they’ll be passed 
it to be sure; but only for the period awaiting 
production under the new order. The plant remains 
‘eady,” to use the parlance of the Office of Defense 
lobilization. 
While North American seems the net loser in this 
al, it is relevant to point out that the Air Force 
is careful to cite points of superiority in the 
107: range, logistics. It was an expression of pref- 
«ence, a guarded one wholly lacking in crushing 
ality. In recent weeks, then, Republic had lost 
s)»me business, gained some. Fairchild lost one con- 
ict, obtained another. Boeing, many believe, will 
|» the great gainer from the redistributive process 
lich manifestly is afoot. 
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New performance records, as well as cost statis- 
tics, are being gathered on Boeing’s Bomarce missile. 
North American is continuing research, experiment 
in missiles, limited only by allocable funds. Half a 
dozen other companies are moving cautiously in the 
field. None of these activities figure to count impor- 
tantly in the final consideration—budget. 


Outlook For Missiles Not Yet Clear 


Whatever the future holds for military planes, the 
outlook in the closely-related field of missiles is even 
more cloudy, In spite of dramatic newspaper and 
television accounts, the guided missile still is largely 
on the drafting board. And the Office of Navy Re- 
search, together with the comparable units of the 





Supersonic Lockheed Vehicle — Designated the X-7 — it was revealed 
after several years’ secrecy that it flashes through the stratosphere 
under ramjet power at speeds well beyond the velocity of sound 


Army and Air Force, have very little money to 
advance them. The intercontinental Navaho figured 
prominently in the research item of the early budget 
drafts. But nothing affirmative happened. 

Secretary Wilson takes the position that an appro- 
priation to his agency is a lump sum proposition. 
He considers that he has the right to respect its 
details or ignore them; shift, for example, from 
aircraft to missiles. What this means is that a “man- 
date” from Congress is, to him, an “advisory,” noth- 
ing more. He has told Congressional committees just 
that, and the implicit challenge hasn’t been picked 
up. 

But missiles creep into every procurement confer- 
ence and conversation at the Pentagon. It’s unavoid- 
able. Secretary Wilson has promised some important 
decisions in the new fiscal year, right after July 1, 
1957. 

That will be only one facet of the planning situa- 
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tion. The Defense Secretary has merged his divi- 
sions of research and of engineering, in what is a 
plain playdown of the first of these. Formerly an 
assistant secretary headed each; now there is one 
assistant in charge of the merged operation and he 
is Frank D. Newbury who formerly had engineering, 
alone. Industry and Capitol Hill have been asking 
what this connotes. Obviously it didn’t mean less, 
or slower procurement. Newbury is a production 
specialist; so is his boss, Wilson. But it could mean 
less research. The House Armed Service Committee 
asked questions, generally leading to the inquiry: 
Why drop research with technology in so high a 
state of development? Secretary Wilson’s reply was 
in characteristic abruptness: It would require a 
miracle to tie A-power into planes; and, in effect, 
what else did the Congressmen have in mind? 


Production To Be Emphasized 


Assistant Secretary Newbury dispelled any doubts 
as to what he conceives his mission to be. He was 
guiding himself apparently by Wilson’s earlier 
ukase: “No funds of the Department of Defense will 
be spent for basic research.” Newbury echoed that 
attitude at first, then found it politic to write this 
explanation to the Committee: 

“It is unfortunate that this situation has been 
interpreted in some quarters as a contest between 
engineers and scientists, or as evidence of a reduced 
emphasis on research and that, by this organization 
change, engineers have won a victory. 

“Nothing could be further from the real reasons 
back of this change. Neither engineers nor scientists 
have won a victory over the other. Both, I believe, 
will be able to do a more effective job under the new 
organization.” 

By the very nature of the operation, it becomes 
impossible accurately to allocate time, effort, or 
money between research and production or opera- 
tion, in the field of military materiel. Where one 
begins and the other ends, indistinct lines exist. But 
it has been clear since he set foot in Washington 
more than four years ago that Secretary Wilson has 
no difficulty resolving close questions in favor of 
production-for-use. The plane procurement program 
does not ride tandem with research; if there’s less 
money available in a given year, existing policy 
would ignore proportions in applying the cut, in- 
stead would apply the doctrine of dollar-for-dollar 
reduction. 

The combination of many circumstances, notably 
the hard look being given the new budget, means 
that the Pentagon isn’t going to rush authorizations 
or payments. The Secretary recently received a re- 
port from one of his deputies, Reuben Robertson, 
that the lead time for plane delivery has been sub- 
stantially slashed. Without sacrificing quality or 
essentials of construction, Robertson said, a plane 
can be moved from the drafting board to the air in 
substantially fewer man days than ever before. 


Rate of Spending Being Re-Examined 


That circumstance invites attention to the Admin- 
istration’s rate-of-spending schedule. When the first 
wave of heat blew down Pennsylvania Avenue, from 
the Capitol to the White House and the military 
offices the answer was an almost taunting “‘cut (the 
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budget) wherever you can.” Pentagon talk was 
slightly more specific: there was a proposal to re- 
duce manpower. Overseas installations were in 
mind: more than half a million wives, families, and 
other dependents of service personnel now being 
maintained there. 

Secretary of Treasury George M. Humphrey al- 
ready had spoken his piece: he thought the budget 
was too high when it was in the formative stage, 
still thought it was, and was saying so. He coulc 
show on the record that he had held out for a defense 
budget of $36 billion, the same as last year’s level 
The line didn’t hold. The Air Force came in asking 
$23 billion, settled for the $17.5 billion that is in the 
estimates today. It covered payrolls and housekeep- 
ing that couldn’t be reduced; and procurement whicl 
Humphrey, by his silence on that point, appears t 
regard unwise to cut. 


Probable Stress On Fighter Bombers 


There is nothing in the record at this point t 
require fundamental change in Pentagon procure- 
ment plans. The Treasury and the Budget Bureau 
as well as the President, back its budget items be- 
fore Congress today. On Capitol Hill there is some 
sentiment for a cut. In the military establishment 
there are evidences of carefully engineered delays 
some shifting about, but in the overall the target re- 
mains in sight. Assuming action is in concert with 
expressed thinking, industry will experience some 
abrupt switches — from fighter planes to a type of 
lighter bomber which combines the weight and cruis- 
ing advantages of the heavy bomber plus the speed 
and maneuverability of fighters, for example. This 
combination of merits has largely been achieved tc 
the satisfaction of the Strategic Air Command whose 
job it is to get into the air fast, and repel. The SAC 
would be the first air arm to go into action; humar 
impulses make it first in other considerations too. 

Bombers of the B-52 order have most of the qual- 
ities sought in the current preferences of the Aji) 
Force. It may be significant, therefore, that the 
order placed with Republic comes within the de- 
scription of service test order. Not large enough for 
instance to suggest the B-52 is shunted aside, for- 
gotten. And when Republic was given this business 
it was notified of decision by the USAF to reduce 
operations on development of the turbine-ramjet 
XF-103, Again, redistribution of a sort. 

Those who forecast no drop in the dollar volume 
of military plane business this year (few take issue 
with that) also point out the unreality of consider- 
ing everything ‘“‘on the book” in the same category-— 
current business. They find a change of attitude or 
the part of the Government, inspired largely by 
Senator Stuart Symington, which recognizes that 
the services do not become stronger by the mere 
piling up of backlog orders. As a companion thought 
industry does not meet payroll on money that won’ 
come in for three or four more years. 

Senator Symington was the first Secretary for 
Air. He speaks with that experience and with the 
background of an industrialist, and he has attentive 
hearing on Capitol Hill. The Missourian has White 
House concurrence in this: there is no excuse for 
charging this year’s budget with anything tha 
won’t be paid for this year, in whole or in part. END 
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ssue 
ider- 
yry- Over the past century, the United States ing incomes, have created in their wake the most 
e ol conomy has established a world-wide reputation complicated, the most efficient, and the most be- 
by for efficiency and dynamic growth. The reputation deviled transportation system the world has ever 
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of course, well deserved; testimony to it is the seen. 

nere tremendous fixed investment, in the form of tools The system has grown like Topsy; no overall plan 
ight nd equipment, which is now available to the indi- has guided it. It has had to accommodate itself to 
ron’ idual worker, and the unparalleled standard of liv- radical and often sudden changes in the demands 
iz of American workers generally. placed upon it by the growth of wholly new indus- 

for But America’s pre-eminence is thought of mainly tries (petroleum, natural gas) or the vagaries of con- 

the 1 terms of production. The steel mill and the auto- sumers (such as the recent urge to eat summer 

tive iobile assembly line are its symbols. It is easy to vegetables all winter long in the northern states). 
rhite verlook the fact that through the years the growth The towering fixed costs involved in most transpor- 
foy ! production itself, the violent technological changes tation services threaten to engulf whole branches 

tha hich have underlain the growth, and the changing of the industry during depressions; in the ensuing 
END msumption patterns which have accompanied ris- prosperities, the same branches must invest hecti- 
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cally to keep their capacity in line with soaring 
demand. 

In the last ten years of postwar boom, the national 
transportation system has grown in importance, 
and in revenues, However, because of its essentially 
regulated character, it has had to appeal constantly 
for recognition of rapidly rising costs. Its earnings, 
in general, have been less than adequate, particu- 
larly in view of the risks involved in its tremendous 
fixed costs. 

As this inadequacy is increasingly recognized by 
legislative authorities, however, the nation’s total 
transportation bill is now swelling. Transportation 
thus presents a current paradox: the revenues of 
the industry have risen markedly, as the demand 
for transportation service has increased, and rates 
have climbed. The system faces tremendous compe- 
tition generated within itself, as branches of the 
industry fight desperately to maintain or improve 
their relative positions. But transportation as a 
whole has become a highly inflated cost of all prod- 
ucts available for sale. In fact, for a broad range 
of products, the total transportation costs involved 
in assembling the raw materials and then delivering 
the finished product to the point of sale now clearly 
exceed the manufacturing costs. As an element in 
national business conditions, in national economic 
policy, and even in the cost of living, transportation 
has reached its majority. By all indications, its im- 
portance will grow, rather than recede, in the future. 


The National Transportation Bill 


In 1939, the total operating revenues of domestic 
transportation systems — steam railroads, motor car- 
riers, scheduled airlines, inland waterways, and 
interstate pipelines — totalled a little less than $5.5 
billion, This figure is, of course, far from a national] 
total outlay on transportation. It excludes a whop- 
ping $5 billion item for user-operated personal 
transportation (cars, parts, fuel, tolls, insurance), 
and about $900 million of purchased local trans- 
portation (subways, taxis, trolleys, railway com- 
mutation traffic). Moreover, it excludes private 
business transportation (self-trucking) on which 
there are no figures, but for which the total amount 
is obviously very large. Taking the narrow defini- 
tion, the $5.5 billion represented roughly 7% of 
total national income in 1939. 

In 1956, the same definition of “transportation 
bill” yields a figure close to $20 billions, or about 
6% of national income. The growth of transporta- 
tion revenues, while it has been tremendous, appears 
to have fallen slightly behind the growth in the 
economy as a whole. This appearance is, of course, 
largely illusory. Personal transportation has evi- 
dently increased much more rapidly than common- 
carrier transportation. Moreover, the operating 
revenues figures reflect the relative lag of transpor- 
tation prices, relative to the prices of other com- 
modities and services. 

In the widening and spreading of the transpor- 
tation industry since 1939 — as total revenues rose 
from $5.5 billion to $20 billion — the railroads have 
almost steadily lost competitive ground to newer 
transportation forms. Since 1939, railroad revenues 
have risen from about $4 billion to close to $11 bil- 
lion, but their share of total transportation revenues 
has shrunk from about 80% to little more than 
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50%. Motor-carrier revenue has climbed from about 
$950 million to about $6.5 billion; scheduled airlines 
from $55 million to $1.4 billion; pipelines from $200 
million to about $700 million. The railroads, stil 
the basic foundation of the system as a whole, have 
been steadily encroached upon by the other carriers 
In the main, this encroachment reflects (1) the 
emergence of the air age; (2) the shift of fuel con- 
sumption from solid forms to liquid and gaseous 
forms transportable by pipeline; and (3) the de- 
velopment of a government-subsidized network of 
highways, available to trucks, stretching into every 
nook and cranny of the nation. 


The Railroad Picture 


In 1956, freight revenues of Class I railroads 
amounted to about $9 billion. Passenger revenues 
added $750 million, and other revenues (mail, ex- 
press, and miscellaneous) added another $750 mil- 
lion. Net income of Class I roads came to about 
$880 million — somewhat below 1955, but a clear 
improvement over the recession year 1954. Total 
freight carloadings averaged less than 3.2 million 
a month, somewhat below 1955, and sharply below 
the industry’s postwar peak set in 1948. In early 
1957, carloadings are running slightly behind their 
level of early 1956. This relative downtrend in 
freight volume is a continuing reflection of the in- 
roads being made by pipelines, and, more impres- 
sively, by truck competition. 

Passenger miles of rail traffic likewise appear to 
have been somewhat below 1955, and very substan- 
tially below the peak rates of early postwar years. 
This decline is attributable, of course, to the mass 
development of air passenger traffic. A look at each 
of these competing forms, in turn, provides a skele- 
ton outline of the intense internal competition within 
the transportation system as a whole. 


Long-term Look at the Motor Carriers 


Between 1939 and 1956, the operating revenues 
of freight motor carriers increased about sevenfold, 
and the growth is evidently continuing. In 1956, 
the number of registered motor carriers of freight 
reporting to the ICC was more than 10% greater 
than in 1955. Revenue freight carried was also 
roughly 10% above 1955, and operating revenues 
increased almost 15%. This gain is, of course, con- 
siderably greater than the gain in total national 
activity between the two years. For example, the 
increase in industrial production from 1955 to 1956 
was about 3%, and total gross national product rose 
only about 5%. 

The improvement in truck freight operations over 
the postwar years has been virtually continuous. It 
is owing to certain basic advantages of the truck 
over the railroad with respect to certain classes of 
traffic. The less-than-carload traffic, which carries 
a relatively high freight classification and hence a 
high price, has been substantially diverted to trucks. 
A major reason for this diversion has been the 
greater flexibility of trucks on non-bulk shipments — 
notably, their ability to avoid the double and triple 
handling necessary when shipments have to be de- 
livered to a railroad depot, loaded, unloaded, and 
redelivered at the destination, The truck, on the 
other hand, goes to the shipment itself, and carries 
STREET 
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it directly to the final destination. 
This capacity to seek out the ship- 

ment, and carry it directly to the des- 

tination, is a continuing advantage to 

the truck, for several reasons. In the 

first place, in the intense, hyper-em- 

ployed atmosphere of the postwar 

years, unskilled “handling” labor has 1939 

g’own scarcer and scarcer. What were 1945 

once reasonable “handling” costs for 1946 

|} ading and unloading have risen 1947 

s arply as the wages of unskilled labor 1948 
ve climbed toward the skilled labor 1949 
tes at an ever increasing pace. 1950 
Secondly, the persistent growth and 1951 
read of the nation’s manufacturing 1952 
lustries have put many important 1953 
ints a considerable distance from 1954 
isting railroad lines. True, railroad 1955 
cilities remain an important aspect 1956 





selecting a plant site, but there are 
her aspects such as convenience of 
w materials, the location of mar- 


ts, the availability of labor supply, | 


——— 
The National Transportation Bill 
Railroads Motor Carriers Scheduled _ Pipelines Total 
Passenger Freight Passenger Freight Airlines 
($ billions 

4 3.3 2 8 1 2 5.0 

1.7 6.5 46 1.4 2 3 97 

1.3 5.8 6 1.7 3 3 10.0 

1.0 7.0 5 2.2 4 3 11.4 

1.0 8.0 6 2.7 4 4 13.1 

9 7.0 6 2.9 5 4 12.3 

8 7.8 5 3.7 6 a 13.8 

9 8.6 6 4.2 7 5 15.5 

9 88 46 4.4 8 6 16.1 

8 9.0 6 49 2 6 16.8 

8 7.8 6 47 1.0 6 15.5 

7 8.5 6 5.5 1.2 7 17.2 

7 89 6 6.2 1.4 8 18.0 
NOTE: Excludes water carriers; non-scheduled airlines; motor carriers not reporting 
to the 1.C.C.; air mail, express and miscellaneous revenues of rails and airlines. 

Figures for 1956 are largely preliminary estimates by the author 

















evailing wage rates, and real estate 
ices. Where these other criteria dictate the location 
a plant, it may end up distant from good rail 
eight facilities. But it can never be distant from a 
ad passable by truck. 
Another reason for the increasing role of the truck 
is been the development of the so-called “key- 
int” distribution system, whereby manufacturers 
se rail freight for bulk shipments to important 
arehouse centers, and then use trucks for distri- 
ution locally around the warehouse center. This 
ass rail shipment and short truck delivery system 
in be a substantial element in the reduction of 
ansportation costs. Its growth is likely to con- 
nue for some time. 
The railroads thus suffer from what was once 
eir chief advanta’re: their tremendous fixed estab- 
shment in right of way and other facilities makes 
1em immobile — frozen into a pattern of popula- 
yn, and markets, and flows of goods, that goes 
ick into the distant past. As the nation has spread, 
population has increasingly radiated outward 
om the central urban areas of three decades ago, 
me traffic routes that were only small capillaries 
| the transportation network have grown into im- 
rtant arteries. The trucks, with their greater flex- 
ility and mobility, and with the help of govern- 
ent subsidization of the highways that are their 
roadbed,” have captured the lion’s share of these 
ew arterial patterns. 


The Pipelines Push Ahead 


It is not only the trucks that have put the rail- 
ads into their present situation. A revolution in 
e pattern of U.S. fuel consumption, starting about 
120, has gradually shifted the transportation needs 
the country, and as the shift has progressed new 
rms of transport have risen to fill the need. 

In 1920, 70% of the nation’s energy came from 
al, which was as much a king among fuels as 
tton was among fibers. The railroads themselves 
nsumed a lot of this coal, and they transported 
‘tually all of the rest —to steel mills, to public 
ilities, to urban areas for eventual residential 
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distribution, 

Since 1920, coal’s share of the nation’s fuel con- 
sumption, as measured in thermal units, has de- 
clined to less than 30°, and rail carloadings of coal 
have suffered accordingly. Mining of anthracite is 
now at only about one-third the tonnage rate of 
1920, and bituminous production is down about 
40°, despite the tremendous intervening growth in 
the dimensions of the U.S. economy. 

In place of coal, of course, there have grown up 
two vastly important power sources in the form of 
petroleum and natural gas. Petroleum production 
is now at about eight times its 1920 rate, and nat- 
ural gas production about 14 times. The two to- 
gether now account for about two-thirds of the 
nation’s total energy requirements. 

Virtually all domestic land movement of crude 
petroleum, and much of the movement of refined 
petroleum products, is by pipeline. All natural gas 
moves by pipeline. Revenues of oil pipelines alone 
have increased fourfold in the past two decades; 
gas pipelines have fared even better. It is worth 
noting that wage and salary expenses in pipeline 
operations are very low, Even today they aggregate 
less than $300 million, compared with well over $6 
billion for the railroads. Rising wage costs appear 
to have a much less direct impact on pipeline oper- 
ations than on railroads, and rising wage costs have 
been a dominant influence on total costs in the post- 
war years. Especially for this reason, tests are 
being made with respect to moving other products 
by pipeline, such as crushed coal but as yet such 
experiments do not contribute to earnings. 


Planes and Passengers 


While the trucks and pipelines have attacked the 
freight traffic of the railroads, airlines have been 
eating rapidly into passenger traffic. One of the 
most disputed questions in railroading is whether 
passenger traffic of the roads yields a profit or a 
loss. But however this question is answered, it is 
clear enough that as long as the roads are equipped 
to carry passengers, (Please turn to page 49) 
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What each 


STATE IS PAYING 
IN TAXES 


and what they are 


RECEIVING 
IN FEDERAL AID 


By McLELLAN SMITH 


Federal aid to States and local units of gu 


ernment, one of the great misnomers of our tim 
may be voted by the current Congress to the tunes 
$5,273,000,000, to be distributed in no less than 
forms of “aid.” 

Aid, that is, if one may consider it as such, givil 
back to some States a fraction of the money Was 
ington takes from them in taxes, and turning t 
horn of plenty toward some low-taxpaying alt 
with donations far out of proportion to their contr 
bution to the Federal Treasury. 

And whether a state receives more or less, the 
intervenes the middleman, the U. S. Treasury, 
costly and inequitable “dealer” in the great game | 
dollars. The Federal “handling charge” runs to4 
proximately 20 percent of the money handled. Th 
goes to payroll and administration expense. Iti 
therefore reasonable to say that the proposed § 
billion “giveaway” represents $6.3 billion in 4 
overall. The processing fee naturally must come fm 
the taxpayer. 

It’s a topsy-turvy hocus-pocus but it has noé 
ment of humor to it, especially to those states whi 
are “minus” in the deal because they get out of! 
“aid” pool only a fraction of what they contrili 
to it. It could even be worse for those states whit 
get more than they pay. They get more in do 
but lose more than the difference in diminution 
self-government, by seeing essential state and ml 
cipal operations blueprinted and executed by 
absentee overlord. 
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Whatever the category, the recipients are indulg- 
gq dangerous, habit-forming, and destructive fiscal 
wanquilizer. It is a habit that grows at an alarming 
ce. Excluding administrative cost, Federal aid 
ntaled $490 million in 1945, mounted to $3.1 billion 
in 1956, $4.3 billion in the current fiscal year, and is 
now estimated at nearly $5.3 billion in the fiscal 
var beginning next July 1! End-to-end, that num- 
ier of dollars woud girdle the Earth 76 times at 


the equator. 


Political Aspects of Federal Aid 





In addition to being a dangerous fiscal narcotic, 
federal aid has the ugly aspect of a smartly devised 
vote-getting scheme. A large percentage of Federal 
sid money is appropriated by Congress to various 
brograms, not specifically earmarked for a definite 
project in a specified locality. Its final disposition 
sin the hands of Washington bureaucracy respon- 
ive to political pressure. The national legislator who 
an “point with pride” to a costly Federal project he 
pbtained for his District may well have an advan- 
age greater than a $50,000 cash donation to his 
ampaign coffers. That this is true may be illus- 
rated by the fact that announcements of grants-in- 
nid invariably are initially made by the Congress- 
an of the District receiving the hand-out. 

Latest Federal aid proposal—$375 million annually 
ver the next four years for school construction—is 
ot included in the upcoming budget. If this clears 
ongress, the aid bill for fiscal 1958 will then total 
early $5.7 billion. The $375 million figure was set 
by President Eisenhower and appropriate legisla- 
ion introduced. In the meantime, Rep. Augustine 
elley, Pennsylvania Democrat, has introduced leg- 
slation to make the annual educational hand-out $600 
illion. Neither measure allots definite sums to speci- 
ed states. 

Here, as is the case with most of the other Federal 
nid programs, funds for educational aid would be 
allocated by a Washington bureaucracy. Coincidental 
ith President Eisenhower’s request to Congress for 
scal help to the state and municipal school systems, 
.. he Department of Health, Education and Welfare 
i, Wad published a table of “allotments to states” under the 
y_ WafPresident’s proposal. Since this table is not a part of 
hing “Phe pending legislation, actual distribution of funds 
 afvould continuously be subject to political pressures. 
r con® Publication of the table, however, has focused pub- 
lie attention on the inequities and dangers of all Fed- 
ral aid. In brief, the table points up the Socialistic 
doctrine of wealth redistribution through Federal 
axation. Comparison of allotments to Connecticut 
and South Carolina would be illustrative. The Nut- 
meg State’s contribution through Federal taxation 
Would be $4,403,500, but it’s aid allocation as pub- 
lished by HEW would be only $2,011,000. On the 
other side of the coin, South Carolina’s tax-wise con- 
tribution would be $2,145,000, while her allocation 
would be four times as great—$8,582,000! 
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The Aid to Education 






Parenthetically, it is argued that Federal aid to 
education has existed since 1862 when the land grant 
colleges were established. This aid, however, has not 
thus far totaled as much as one-third of what is pro- 
bosed in a single year under the President’s plan. 
These colleges now are (Please turn to page 46) 
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Amount Taxpayers in 14 States Paid 


State 


Delaware 
New Jersey 
Connecticut 
New York 
Ohio 
Maryland 
Ulinois 
Michigan 
Pennsylvania 
Indiana 
Massachusetts 
Wisconsin 
California 
New Hampshire 


in Taxes for Each Dollar of 


Federal Aid Received (Fiscal 1956) 
Tax Paid 


$2.45 
2.40 
2.21 
1.82 
1.69 
1.67 
1.64 
1.59 
1.50 
1.46 
1.34 
1.23 
1.05 
1.02 


Loss 


$1.45 
1.40 
1.21 
82 
69 
67 
64 
59 
50 
46 
34 
.23 
05 
02 


These 14 “Aiding” States had a Federal tax bill of $2,232,500,000, 
but an “aid” return of $1,457,600,000, a net loss of $774,900,000. 











Amount Taxpayers in 34 States Paid 


State 


Oregon 
Florida 
Virginia 
Minnesota 
Rhode Island 
Washington 
Texas 

lowa 

Maine 

Maine 
Missouri 
Kansas 
Nebraska 
Vermont 
Colorado 
North Carolina 
Montana 
Tennessee 
Kentucky 
Arizona 

West Virginia 
Georgia 
South Carolina 
Utah 

Nevada 
Idaho 

North Dakota 
Wyoming 
South Dakota 
Alabama 
Lovisiana 
Oklahoma 
New Mexico 
Arkansas 
Mississippi 


in Taxes for Each Dollar of 


Federal Aid Received (Fiscal 1956) 
Tax Paid 


$0.96 
0.93 
0.90 
0.89 
0.89 
0.79 
0.78 
0.77 
0.71 
0.71 
0.67 
0.66 
0.66 
0.62 
0.61 
0.57 
0.55 
0.55 
0.52 
0.51 
0.51 
0.49 
0.49 
0.49 
0.48 
0.46 
0.44 
0.42 
0.38 
0.36 
0.36 
0.35 
0.34 
0.31 
0.29 


Gain 


$ .04 
.07 
10 
J 
WW 
21 
22 
.23 
29 
.29 
.33 
34 
34 
38 
39 
43 
.45 
45 
48 
49 
49 
51 
51 
5h 
.52 
54 
56 
58 
62 
.64 
64 
.65 
.66 
69 
71 


These 34 “Aided” States had a Federal tax bill of $1,123,900,000 
and an “aid” return of $1,898,800,000, a net gain of $774,900,000. 


































Washington: 











“NEW REPUBLICANISM”, plus a $360,000 slush fund, 
says the AFL-CIO, added up to a right-to-work law 
in Indiana. The Senate in that state placed its stamp 
of approval on a measure to prohibit what the locals 
call union security. Indiana has become the first 
highly industrialized state to include such a law 

































WASHINGTON SEES: 


The honeymoon of the White House and Capitol 
Hill is ending. The Washington scene today is rem- 
iniscent of the first months of Franklin D. Roose- 
velt’s second term which, incidentally, was won 
by an even larger vote than returned Ike to the 
helm. Then it was assumed that FDR would not 
be a candidate for a third term. But involvement 
in a war could, and did, change that. 

Today Dwight D. Eisenhower is traveling the 
route to a determined public service terminus. It 
is doubtful that the Constitution could be amended 
in time to permit him a third term if, in fact, he 
would accept one. He has the liberties, and the 
drawbacks, of a politician on his way out; a fact 
that seems within the knowledge of all Congress- 
men. 


lke said he was pleased with the 72 to 19 vote 
supporting his “Doctrine.” On the Russell Amend- 
ment to deny funds to implement the program 
nearly one-third of the Senators voted to cut the 
heart out of the doctrine. And it took weeks to 
get a bill through which would be days in process 
if it were taken up only one year ago. 


The Republican Policy Committee has blasted Ike 
on the extravagance of his budget, commanded 
him to show where it deserves cutting. They’re bawl- 
ing him out on patronage—Leonard Hall's rights 
in this respect. It’s no longer possible to tell the 
politics of a Congressman by observing his atti- 
tude toward a Republican President. 



























By “VERITAS” the Fede 


school | 


program 


on its books. The Union mouthpiece in Washingt This, hi 
found ready explanation: “Indiana voted ovggbox of | 
whelmingly for New Republicanism, and was repifcedes t! 
with a right-to-work measure.” Paradoxically, tifgayor o: 
$36,000 fund was raised, and the committee backiy 

‘ x that thi 
the bill was appointed more than two years ago. ae 


ARTHUR LARSON in his book “A Republican Looks@tnis wo 
His Party,” talked up the new republicanism a aatrety 
President Eisenhower gave it amplification, alli mer 
the past several months—18 months after the event 
unioneers blame for the Indiana law, which iné 
dentally brings the number of states having right expende 
to-work to 18. The Hoosier State has about 600,00 to the | 
union card holders. Their state and national offices — —= - 
couldn’t sell them the idea of opposing to the poi $5.5 bi 
of crusading. The significant lament by The Maching comment 
ists Union was: “Too many rank and file membern§tures i 
failed to realize the implications of the law!” ve assu 


FARMER-LABOR unity has been set back by the Ind{as thes 
ana action. The organized tradesmen claim faM§ part of 
belt votes put the act over in the state legislature Geverns 
Congressman Ray J. Madden of Indiana, gave ct 
dence to the reports by charging Secretary of Agr: 
culture Ezra Taft Benson with using his employes 
in the state to promote “right-to-wreck” laws. TM senato; 
or otherwise, it is a fact that the powerful Amer: ole ¢ 
can Farm Bureau Federation openly lobbied for the] -—— = 
bill. Encouraged by the results, AFBF predicts ‘| ‘imita’ 
repeat in Delaware. expend: 


AMENDMENTS to the Soil Bank program voted by} St @ 
the House of Representatives would provide farmer there ¥ 
with close to the same income benefits that a retumj aid. * 
to 90 per cent of price parity supports would ®] expira 
The bill substantially meets the recommendations " oy,, $. 
agricultural blocs which advocate shot-in-the-al™ aid. 1 
treatment as against permitting the laws of suppl , 
and demand to come into play. The bill’s languatt increa 
keeps the 90 per cent of parity goal always in sightf priati 
sets up formulas to that end, but somehow escaP®§ such sg; 
coming right out and declaring the objective. people 
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p» Declining to have a hand in the buck passing 
n 














that is going on between the two ends of The Mall, Senator 
Byrd of Virginia, proposes action -- positive action on 


spotlighted points of the back-breaking budget. The 
economy-minded Virginian points up the startling fact 
that the regular estimates which Ike sent to Capitol Hill 
provides for $3 billion more of spending than in the 
current year. It is somewhat paradoxical, he mused, that 
the President said he is opposed to inflation, yet the 
only way that this $3 billion of additional revenue can 
possibly come into the Treasury is by inflation. It is 
unsound, in his highly-respected judgment, to predicate 
a budget upon an anticipated revenue from the existing 
tax base. 














> Byrd takes notice of the stock argument of 
bureaus and agencies that Federal spending cannot be 
reduced without disastrous results. Why, he poses, should 











the Federal Government embark upon the local potentialities of wealth, there is a limit 
school construction and health insurance beyond which we cannot go. We must realize 
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programs proposed in the pending budget? that creeping paternalism of the Federal 
This, he predicts, will open up a pandora Government is just as bad as creeping 

box of Federal spending. The Senator con- socialism." So he is opposed to continuing 
cedes there are persuasive arguments in foreign economic aid on the present, and 
favor of both undertakings, but he reminds planned, wholesale basis. 

that the only place cuts are possible is 
where it hurts. Additionally, he reminds, 








» From the other side of the po- 
litical aisle, Senator Byrd has. support, 





ISM all refraining! from spending. 


n, all j 
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» In 1932, the Federal Government 


Minority Leader William R. Knowland be- 
lieves $1 billion can be trimmed from the 





g right 


expended $250 million for so-called "grants" 


aid bill. This is the spending area most 
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tothe states. It now is spending more than 
$53.5 billion, in dozens of activities. His 
coment: "Of course, reduction in expendi- 
tures is difficult, if not impossible, if 

we aSSume that such Federal appropriations 
ie Indfas these and others of like character are a 


inviting to those who would economize: it 
offers opportunity to slash millions where- 
as other economies deal in billions. But 

it will be one of the hardest to penetrate. 
If President Eisenhower is argued into, or 
forced into, revealing where he considers 


n fart part of the obligations of the Federal a a 


at least in the last-cited area of reduction. 








— Government. * the last to be touched, all indicators show. 
f Agr: » A protective arm has been thrown 
ping > Whetting his cutting knife, about the foreien spending program by the 
3. e a ring ee eee ‘ > ete pee z ee en eee 


Senator Byrd next wades into foreign eco- President. That shield has been strength- 


_ nomic aid. The Marshall Plan had a four-year ened by respectable investigations made 
dicts 4f Limitation and under it $15.2 billion was by several committees. And it is imvortant 
expended. Byrd voted for it in the years to note that the action on the Eisenhower 
ted by just after World War 2, each time explaining Doctrine saw opnvposition to money diplomacy 
mers} there was then a demonstrated need for such wilt. The mark being shot at is a budget of 
oo aid. "But then," he complains, "after the $71.8 billions. To reach Senator Byrd's 
me *xpiration of the Marshall Plan, we spent roal of $5 billion would eliminate most 


over $40 billion more in additional foreign foreign aid: if Senator Knowland's objec- 


e-alT 
suppl aid. This year the Congress is requested to tive of a $2 billion overall reduction is 
~ increase the foreign economic aid appro- to be achieved. his proposed $1 billion 
Sig: : priation and to open up a vast new area for reduction in aid would have to stand, 


capt such Spending. It is time for the American because few see %1 billion in excess fat in 
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people to realize that, while we have great other items. 
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> Realities militate against 





hopes. 


as a heavy spender of tax money, but his 
budgets, like those of his predecessors, 
yielded some savings. The total clipped 
from all his estimates up to this year was 
less than $5 billion and each year's lop- 
off has been less than the one that preceded. 
The Fairless Committee and the Johnston 
Committee held firmly for foreign aid at 
the level suggested by the President. 

















» Congress is not without help 
from outside government. Some members say 
nothing in recent years has inspired so 
great a "mailbag lobby" as has the demand 
for budgetary economy. On the other hand, 
they have found more than the usual demand 
that certain pet projects, costly ones, 
be launched. The Council of State Chambers 
of Commerce has proposed a multi-billion 
cut. The plan is a drastic one but it has 
some official indorsement. On the military 
establishment alone, a $3 billion saving 
is suggested: adopt proposals of Admiral 
Arthur W. Radford, Chairman of the Joint 
Chiefs of Staff, to reduce armed service 
personnel in view of new developments in 
weapons and tactics; force realistic uni- 
fication of the Armed Services. 








» The Council is a highly-regarded 
source of data on Federal finance and its 
proposals will attract attention. They 
include: rejection of new spending; limit- 
ing certain programs to present costs 
and not renewing as their terms expire — 
saving of $1.5 billion in 1958; reduction 
of civilian personnel to 2 million, saving 
$1 billion in 1958; curtail public works 
to 1956 level — $660 million saved. 


» The Council reckons that if 
Rural Electrification Administration and 
Farmers Home Administration loans were 
held to their 1956 level, $161 million more 
could be saved. And if exvenditures for 
Urban Renewal, Federal National Mortgage 
Association activities, and Veterans Ad- 
ministration direct loans were limited to 
funds provided from their own operatigns, 
the 1958 saving would be $276 million. 


» The Supreme Court may have 
dealt labor union activities a more severe 
knuckle-rapping than will come out of the 
Senate inquiry into racketeering. The 
Court has reinstated an indictment against 





the United Auto Workers, asserting viol, 
tion of Federal statute by reason of paig 
political broadcasts in support of a nomines 
for the U. S. Senate. The case must be trig 
on its facts, in Detroit; the Supreme 
Court did not rule on the merits, but a 
6-to-3 opinion strongly hints that the 
Justices believe unions may not spend dues 
money, legally, to influence an election, 











}» The vice found by the Court's 
majority is use of dues payments for un- 
authorized purposes. There has risen 
large questions of interference with free. 
dom of the press — used defensively in 
this case. But the court eventually must 
pass on the degree of control the union 
"bosses" exercise over the lodge money 
when it vests in their hands. The answer 
may provide more decisive guidance on the 
David Beck real estate transactions than 
the censure of a Senate committee. 














» House Rules Committee rejection 
of President Eisenhower's proposal that 
a commission be appointed to study the 
nation's monetary and credit structure and 
policies will be put down as another widen- 
ing of the breach between the Executive 
and the Legislative branches. Actually it 
was the result of a carefully organized 
and zealously executed plan by Rep. Wright 
Patman of Texas, to give his committee — 
Banking and Currency — a shot at the Federal 
Reserve Board. The Committee had indorsed 
the Patman inquiry bill H.R. 85 (the low 
number indicates how early in the session 
Patman began moving). The Rules Committee 
favored a Patman Study because it was felt it 
would be faster and more responsive to the 
public outcry against "hard money." 


























» Addition of Judge Charles E. 
Whittaker to the Supreme Court bench will 
strengthen the conservative side. The 
Kansas City Jurist's appointment will win 
no applause from "Fifth Amendment" citizens, 
and organized labor is not likely to be 
enthused. Each group has protested deci- 
sions he has entered. He's even conserva- 
tive on the point of his own ideologies. 
Asked whether he regarded himself conserva 
tive, liberal. or middle-of-the-road, he 
found none of the titles apt. He replied: 
"I read the law only for an understanding 
of what it means, and I apply and enforeé 
it in accordance with my understanding 
of its meaning." 
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Z The birth of the European Common Market 
r an event of historic economic importance — and 
he fact that it is creating a single customs union 
or 160 million people in six of America’s best ex- 
- outlets is bound to play a large role in shaping 
e future foreign investment plans of United States 
corporations. 
i Lifting of tariffs and other barriers between the 
six West European nations will encourage Euro- 
Us Ee buy from each other rather than from the 
bs ven more of a recent threat is the need for 
Went pemniries, especially Belgium, Holland and 
i fai ermany, to boost duties on American goods 
all in line with other members of the Common 
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EUROPEAN COMMON MARKET 
on U.S. EXPORTS and INVESTMENT ABROAD 


By WALTER H. DIAMOND 














Market. Expanding commerce between the Euro- 
pean nations will force U.S. exporters and investors 
to concentrate on Latin America in the future. 

At the same time European competition will be- 
come more intense for American firms at home and 
abroad too. The only way the U.S. will be able to 
hold present markets in Europe is to manufacture 
there. 

Despite statements and assurances by Paris, Brus- 
sels and Washington to the contrary, nothing in the 
last half of this century will do more to disrupt 
American trade and force a completely new pattern 
of U.S. investing and exporting than the Common 
Market. For the joining of Belgium, France, Italy, 
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Luxembourg, Netherlands and 
West Germany and their over- 
seas territories into one mas- 
sive market without tariffs or 
trade barriers is only the be- 
ginning. 


The New Intergration Spreads 





Eventually a larger free 
trade zone, sponsored by Eng- 
land and embracing 17 Euro- 
pean nations, will be linked to the Common Market. 
But before this the Scandinavian customs union 
comprising Finland, Denmark, Norway and Sweden 
will be in operation. In addition, the new “lira area” 
will tie Italy with the Far East, Middle East and 
South American countries to expand trade through 
lira payments. 

Actually, this regional scheme of multilateral 
trading came to maturity last year when the Hague 
and Paris Clubs, formed in Brazil and Argentina 
respectively, first initiated the circumvention of 
American exporters in favor of West Europeans. 
Then came establishment of the still inactive South 
American group of five smaller neighbors and just 
recently the organization of five Central American 
Republics into what is regarded as a real milestone 
in their ultimate economic integration. Of course, 
the “father” of all these geographical trading units, 
each one facing the U. S. exporter more and more 
with the problem of finding new markets, is the Euro- 
pean Payments Union founded in 1950. 

There is little doubt that the European Common 
Market will serve an outstanding purpose in accel- 
erating the full industrialization of Western Europe. 
But its ill effect upon American businessmen 
who ship and invest abroad will be far greater than 
anything now visualized. Many U. S. companies 
already operating in Europe will have to postpone 
expansion until they can determine the most suitable 
location for their future business. Others will have 
to arrange new licensee agreements or change their 
procedure for distributing goods. 

Until the larger free trade zone of 17 markets is 
established, Britain too will lose traditional custom- 
ers on the Continent. She will also turn to Latin 
America and Africa in a new export and investment 
drive. Eventually Canada will have to give up the 
bulk of her grain sales to Europe since agricultural 
produce is only temporarily excluded from the Com- 
mon Market. This will be hard for the Canadian 
farmer to take. 

Repercussions will be felt’ in the Far East too, 
for Japan intends to counter the European scheme 
with a “Far Eastern common market”. 


In the Interim 


Although American businessmen will not feel the 
full brunt of the Common Market for 17 years, when 
all tariffs will be abolished for the six countries, 
they are bound to see some favoritism creeping into 
the union before it begins operations. That means 
the U. S. businessman must lay the groundwork 
immediately to seek out new markets outside of 
Europe and Colonial Africa. The logical places to 
turn are Latin America and the Far East. 

Of the 45 countries, representing every Continent 
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of the world, which. either passed laws or Propose, 
legislation to encourage investment by Americay 
corporations during the past two years, by far th 
bulk of legislation was in Latin America. Moreoye 
of the estimated 800 U. S. companies which mag, 
investments in new overseas plants during thi 
period, over 500 were in the countries were a pro- 
gram of tax incentives to attract foreign capital ha 
been recently initiated. 

The majority of foreign government measure 
are designed to lure manufacturing industries, 4). 
most all the tax inducements apply only to those new 
industries “fundamental to the economy.” This is 
why manufacturing investments of U. S. companies 
placed overseas have jumped nearly 40% in recep} 
years. Today, over $9 billion of the total $19.5 pj. 
lion indirect foreign capital invested by American 
firms is in manufacturing operations. 

To learn where U. S. companies want to invest 
their money abroad, a survey was sent to more than 
1,000 large American corporations who either have 
overseas investments or contemplate them in the 
future. Of the 74 countries listed in the question. 
naire, Brazil was the first choice as to where mos 
firms want to invest their capital exclusive of the 
U. S. and Canada. 


Brazil 


No other country at the moment is attracting the 
foreign investment both in number of ventures ani 
in volume of funds as Brazil. Today there are ap 
proximately 300 American companies with direct 
investments in Brazil. Less than two years ago the 
figure was 83. The total dollar outlay comes clos 
to $1.3 billion — the largest in Latin America at the 
present time. Since the end of World War II U.§. 
private capital in Brazil has increased three-fold. 
Manufacturing investment alone is up 400%. 

As so ably put by the President of W. R. Grace 
& Co., for “massive growth potential, the oppor- 
tunities in Brazil are unmatched in the world”. ln 
addition to W. R. Grace, dozens of such other in 
dustrial giants as the famed Krupp Works of Ger- 
many and Switzerland’s Brown-Boveri now plan ti 
concentrate their future overseas efforts by spené- 
ing millions of dollars annually in Brazil. Here ar 
the chief reasons why Brazil is their choice: 

First of all, Brazil welcomes private capital. Top 
Government officials from the President down have 
traveled around the world soliciting private ver 
tures and stressing the prime importance which 
foreign investment must play in the economic de 
velopment plans of the Republic. 

Brazilian laws are conducive to outside invest 
ment. One of the primary goals of the Constitutio 
is to encourage private capital. Taxes on profits at 
low compared with the U. S. AE 
and the majority of the coun- 
tries of the world. Rates of 
net earnings to capital invest- 
ment frequently are as high 
as 50% to 60% and average 
30% —the highest in Latin 
America. 

Banco do Brazil, the Cen- 
tral Bank, has an excellent 
record, which includes never 
having defaulted on a single 
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obligation. Likewise, despite 
continual exchange sortages, 
the Bank sees to it that ap- 
plications to remit profits 
from direct investments are 
granted. This has contributed 
to investor confidence. 

An active public market for 
new security issues of private 
corporations has highlighted 
the economic development of 
Brazil since 1948. A number 
of reputable financing groups 
with substantial resources are available to help par- 
ticipate in capital expansion programs. To quote the 
President of the New York Stock Exchange, the 
“free world has a virtually insatiable need for pri- 
vate capital, with $90 billion required in the next 
five years.” Of this amount, Brazil is slated for 
roughly 6%, and is one of the few countries equip- 
ped to float private issues. 





Vast Potentials for Industrialization 


With the world’s third largest area Brazil is a 
candidate for the role of a great industrial power 
because of relatively untapped natural resources 
of iron, manganese, diamonds, coal, hydro-e‘ectric 
power and uncultivated land. The phenomenal 
growth of the steel industry in the last two years, 
as well as tremendous production increases in ce- 
ment, paper and other manufacturing fields, are 
typical examples of the potential yet to be developed. 

Population of Brazil at nearly 60 million people 
is approximately one-half of all South America. It 
is growing at the amazing rate of 2.4% a year. This 
is 30% faster than the pace in the U. S. now. The 
number of people in Brazil is almost four times as 
great as that of Canada—the largest buyer of 
American goods. This means that the potential mar- 
ket of consumers in Brazil is four times the size of 
our leading customer at the present. Based on the 
current rate of growth, by 1980 Brazil’s population 
will equal 105 million, which is 60% of that of the 
U. S. now. 

Because Brazil holds some of the world’s largest 
deposits of uranium and thorium, Brazil is expected 
to be the first of the Latin American nations to 
provide her own nuclear fuel. Already a “swim- 
ming-pool” type reactor has been provided by Wash- 
ington while the U. S. Government is exploring for 
uranium in Brazil. 

It is clear that Brazil, with the help of foreign 
private capital, is making encouraging progress in 
the exploitation of her natural resources and in ex- 
panding and diversifying her industry. 

_However, years of inflation, balance-of-payments 
difficulties, and other factors have distorted Brazil’s 
economy — while deficiencies of various elements, 
such as food, power and transportation, have ham- 
pered balanced growth. But the new Kubitschek 
Administration has been working hard to overcome 
these problems, and last year laid the groundwork 
for a five-year development program. 

Moreover, it has brought some improvement in 
Brazil’s international payment position and the 
strengthening of her currency, despite the acceler- 
ated pace of inflation — although, recognizing the 
need to prevent further inroads, it has been difficult 
for the government to take any steps that would 
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effect labor, which was chiefly responsible for its 
election. 

The Administration also has made every effort to 
avoid the increase in the money supply, but with 
only limited success. To quote a recent report: 
“Largely as a result of the increase in Army and 
Civil Service pay, The Federal budget deficit alone 
is estimated to have risen from CR. 7 billion in 1955 
to CR. 15 billion in 1956. This does not include the 
rising deficits of other government entities and 
state operated enterprises. A general wage increase 
of about 40 per cent last August has further added 
to inflationary pressures. The cost-of-living, not yet 
reflecting the wage increase, rose some 22 per cent 
during the first nine months of 1956.” 

Yet, despite all her problems, there has been a 
decided economic upsurge in Brazil. 


Mexico 


Mexico, has a great attraction for American capi- 
tal, and has been in the limelight recently since it is 
benefiting from the Suez crisis as a haven for Euro- 
pean refugee capital more than any other country 
except Canada. Because of the Middle East tensions, 
many businessmen have been diverting the flow of 
capital from Europe, Africa and Asia to the West- 
ern Hemisphere. Mexico is their choice for several 
reasons. 

First, top Government experts and industrialists 
are convinced that Mexico’s unprecedented boom 
will not falter during 1957. Gold and dollar balances 
have been increasing steadily and an all-time peak 
of $600 million will be reached this year. 

Second, there are no exchange restrictions in 
Mexico and the peso has been stable since the 1954 
devaluation. 

Third, the Mexican Government offers substan- 
tial tax concessions to American investors. This is 
one of the major reasons why U. S. private capital 
in Mexico has doubled to $600 million in the past 
few years. For instance, newly established indus- 
tries are eligible for five, seven and ten-year reduc- 
tions or exemptions from the gross receipts tax and 
the normal income tax is 40%. 

These newly established industries must be classi- 
fied as “‘new”’ and “‘necessary,” which is defined as: 
(1) industries providing services for economically 
important activities; (2) assembly operations which 
use Mexican-produced parts up to 60% of the prod- 
ucts’ direct cost; and (3) industries exporting their 
own products provided that 60% of the direct pro- 
duction costs of the items represents Mexican manu- 
facture. New mines and mining properties unworked 
for at least 10 years are granted 50% reduction in 
production taxes for the first two years and are 
exempted from city and state taxes. 

Mexican officials now favor 
establishment of “‘tax sanctu- 
aries” or “haven corporations” 
as depositories for earnings 
of American concerns. The 
main advantage of this sys- 
tem is that it enables firms 
having extensive foreign op- 
erations to postpone or avoid 
payment of U. S. corporate 
taxes on overseas earnings. 


(Please turn to page 50) 
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No. 2 


—of our Special Studies of Major Industries 


DYNAMIC ELECTRONICS INDUSTRY 


PART I Makers of 
Electronie Controls and Devices 
By H. M. EDELSTEIN 


The electron! It takes roughly thirty thousand 
trillion trillion of them to equal one ounce of weight, 
yet it is the base of one of the most fantastic develop- 
ments of the Twentieth Century. Little did Lee de 
Forest know when he invented the vacuum tube in 
1906 that he was spawning one of the most amazing 
industries of a century which was to produce many 
wonders, 

Prior to World War II the principal use of the 
electron was in the production of radio sets and the 
equipment for the transmission of radio broadcasts. 
The motion picture industry also had a minor but 
important role in the history of the domestication of 
the electron. 

World War II, however, provided the necessity and 
the fertile research background for a massive expan- 
sion in the uses of the unique properties of the elec- 
tron and its only known captor, the vacuum tube. 
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Probably the most significant of these wartime ad- 
vances was the development of electronic sensors- 
devices such as radar or sonar—which could “see” or 
“hear” beyond the range of human senses. Once man 
discovered that he possessed a tool which could 
importantly enhance his sensitivity to natural 
phenomena, the field of electronics commanded the 
concentration of the most brilliant and fertile minds. 
The results, in the few short years of its history, 
have been nothing less than phenomenal. 
Actually, electronics as an industrial classification 
is a difficult term, for it encompasses in its broadest 
sense all product and services which rely on the elee- 
tron tube (or its substitutes such as the transistor) 
for their operation or performance. From the rather 
confined field of radio a few short years ago, the 
industry has developed into one of the most important 
in its own right as well as one which in one way oF 
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Leading Companies Making Industrial Devices and Controls 




















as i 
Earnings Per Share-——— Dividends Per Share-——— Recent Div. Price Range 
1954 1955 1956 1954 1955 1956* Price Yield 1956-57 
American Bosch Arma Corp. $1.55 $1.86 $2.43 4% $1.002 $1.00° 23 4.3% 25¥e- 16'2 
American Chain & Cable 3.29 5.75 3.66° $2.50 2.50 2.50" 50 5.0 61%- 382 
American Machine & Metals ...... 4.27 4.96 5.83 2.10 2.45 2.90 42 6.9 45%- 35% 
Avco Mfg. Corp. . 37 05 41.84 10 .20 7 7%- 5% 
Beckman Instruments Inc. 85 1.06 1.36 3%* 39 43%e- 25% 
Bendix Aviation aaa —w 5.62 5.66 5.04 2.00" 2.10 2.40° 61 3.9 64%8- 482 
Daystrom Inc. , 2.61 2.01 2.85! 1.00 1.20 1.20 32 3.7 34 - 22 
Corp. of Amer. 55 61 28° .40 40 6 6.6 8%- 5% 
General Electric 2.30 2.40 2.45 1.46 /.60 2.00 56 3.5 65\2- 52% 
General Precision Equipment ‘ 5.54 2.05 1.73 1.90 2.40 2.40 38 6.3 53%2- 34% 
International Tel. & Tel. , 2.80 3.21 1.745 1.00 1.20 1.80 32 5.6 37%- 29% 
Minneapolis-Honeywell Reg. ‘ 2.42 2.99 3.40 1.30 1.50 1.75 80 2.1 90%2- 58 
Raytheon Mfg. : 1.39 1.72 45 10%4 5%4 17 20%- 13 
Robertshaw-Fulton Controls 2.46 2.51 2.82 1.50 1.50 1.50 27 5.5 28%%- 21% 
Servo Corp. of Amer. 36 55 215 .05 .20 5 4.0 7% 4% 
Servomechanism, Inc. : 66 58 63° .40 .40 .40 10 4.0 13%- 8% 
Square “D” Co. 1.12 1.65 2.28 68 83 1.03 30 3.4 32%- 225% 
Texas Instruments, Inc. ‘ .40 50 456 16 18%- 1158 
Westinghouse Air Brake 1.89 2.98 2.86 1.60 1.20 1.20 27 44 36%- 2612 
Westinghouse Electric 4.78 2.46 10 2.50 2.00 2.00 55 3.6 65%- 50% 
*—Or latest 1957 div. rate. 1_Estimated. 4—Paid in stock. 
4_Deficit. *—Plus stock. 5—6 months. 


3—Plus stock in 1956. 


6—9 months. 








American Bosch Arma Corp.: Makes auto equipment and complex electro- 
mechanical and electroelectronics systems, the latter mainly for U.S. 
military services. Defense backlog good. Earnings have shown a rising 
trend in each of the past four years. 


American Chain & Cable: Wide diversity of operations has increased earn- 
nings and dividends in recent years. The outlook over coming months 
continues favorable. 


American Machine & Metals: Backlog of orders indicates good demand over 
coming months for aircraft instruments, gauges, etc. Earnings have shown 
a steady although moderate rise in each of the past five years. Dividend 
yield is good 

Aveo Mfg. Co.: Business is widely diversified but defense orders account 
for largest proportion. Current fiscal year is expetced to show good im- 
provement compared with deficit in 1956. Company has stated it will 
resume cash dividends this year. 

Beckman Instruments: A relatively new but important producer of electronic 
analytic devices. Growth in recent years has been rapid. 


Bendix Aviation: Large and well diversified in the automotive, aviation 


and electronics industries, the company is a prospective leader. Heavy 
1 * 


Minneapolis-Honeywell: Company has one of the most outstanding growth 
records and is a leader in the automation field. Aside from its extra- 
ordinary success in the control field, company is a prime military contractor 
and a growing factor in atomic energy, transistors, and airconditioning. 


Raytheon Mfg. Co.: Approximately 70% of production is defense business. 
Unprofitable TV and radio sets operations discontinued. Some moderate 
improvement indicated but no early resumption of cash dividends is anti- 
cipated. 


Robertshaw-Fulton Controls: Leading manufacturer of automatic controls 
and thermostats. Earnings in recent years have held in a narrow, steady 
range. Dividend yield is good. 


Servo Corp. of America: Relatively small company in electronic equipment 
and instrument fields. Profits have shown a moderate improvement in recent 
years. Dividend small and stock speculative. 


Servomechanism, Inc.: Makes electromechanical control equipment. Stock is 
speculative and dividend yield less-than-average. 


Square "Dp" Ce.: Company has been primarily a producer of electrical 
t but it belongs in this category because most of its output is of 





research expenditures have led to highly successful product de p 
and operating profits. 


Daystrom, Inc.: Electronic and printing equipment demand reflected in 
higher recent earnings but dividend yield is less-than-average. 


Dynamics Corp. of America: Makes electronics and electrical equipment for 
military and commercial use. Earnings modest and stock is speculative. 


General Electric: Increased demand for electric utility equipment should 
more than offset somewhat lower sales of consumer goods. This giant in 
the electronics and electrical and atomic energy industries continues to 
offer good long-term os prospects. 

Geenral Precision E A holding company well diversified in most 
areas of military = industrial electronics. Production of Cinemascope 
equipment has dwindled from its peak of two years ago but earning re- 
covery seems likely. Dividends are tax-free. 

International Tel. & Tel.: The worldwide trend toward automation and de- 


mand from military electronic devices, missile equipment, telecommunica- 
tion and nuclearonic equipment broadens operations. A moderate improve- 





control devices. Main outlet is in new construction, but company is now 
figuring importantly in materials handling controls. 


Texas Instruments: In addition to its heavy government contract work, com- 
pany is a leading producer of geophysical electronic equipment used pri- 
marily in the oil industry. Growth has been rapid and the company has 
been particularly successful in attracting top flight scientific talent. The 
manufacture and sale of transistors has become an important part of 
company’s business ond provides excellent earning power. 


Westinghouse Air Brake: Less dependent on railway equipment as diversi- 
fication into electronics, oil well equipment ,earth-moving machinery, etc., 
may increase earning power. Consecutive dividends have been paid since 
1875 


Westinghouse Electric: After GE, company is the second giant of the in- 
dustry, represented in all electronic fields including broadcasting. Labor 
difficulties and weak appliance markets have been a drag, but company 
is @ recognized leader. It is one of the most important atomic energy 
contractors. 








ment in earnings is expected this year. Dividend excellent. 
——  ahaeinanDerienaeietaamat eae — 


another affects or services virtually every other mation and the completely automated production 
major segment of our industrial economy. 


es — 


process, Aside from the obvious labor savings in- 


Breakdowns are difficult if handled minutely, but volved there are the additional advantages of accu- 


Increasingly Widespread Uses In Industry 


ina broad sense the industry can be divided into De- rate scheduling of work in process and the cost ad- 
Business Machines, and Radio vantages to be gained from automatic quality control 
and Television. An alternate classification might be and the automatic feedback into the production proc- 
Military, Commercial and Entertainment, but in ess of the corrections necessary to assure uniformity 
either case it must be recognized that there must be of product and the maintenance of production sched- 
some overlapping since in many instances there are ules. 
no clear cut lines of distinction. 


Essential to automation, however, is a wide range 
of devices and controls, most of them electronic, 
which can do the job of producing, measuring, and 
controlling the production process so that it can do a 


Probably nothing has captured the imagination of better job than imperfect man is himself able to do. 
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industrial management as much as the idea of auto- For the most important aspect of these devices is that 


they extend man’s senses be- 
yond the range with which he 
was endowed by nature. Auto- 
mation, in its broadest sense is 
the most advanced form of man, 
the tool maker. Electronics, 
through the devices and con- 
trols it makes possible is the 
most advanced form of the 
senses which man utilizes to 
make full use of the tools his in- 
genuity has been able to devise. 
We have used automation 
here in its broad, industrial 
sense, but we have no intention 
of ignoring its most important 
current field—the military. The 
broad industrial classification 
which we have defined under 
the term Electronics com- 
manded over $11 billion in busi- 
ness in 1955 the last full year 
for which figures are readily 
available. Of this figure over 
$214 billions were spent for na- 
tional defense and substantially 
greater funds estimated as high 
as $3.2 billion have already been 
budgeted for the current year. 
By 1958 the figure should ap- 
proach the $3.5 billion mark. 


Electronics Essential 
To Military Production 


From the modest beginnings 
in detecting and automatic gun- 


fire devices in World War II, the industry has ad- 
vanced to a point where every major military arm 
is to some degree dependent on electronic devices. 
Atomic weapons, missiles, and aircraft would be vir- 
tually impossible without the development of special 
devices to solve specific problems. So important has 
electronics become in the missile and aircraft field 
that a new term, Avionics, has already been coined 
to cover this specialized field within a field. 

Both industrial and military automation have 
much in common in that they involve the use of con- 
trol devices which in one way or another control the 
action of a particular mechanism or process. Simi- 
larly, they run the full range from fully automated 
oil refineries and guided missiles which operate al- 
most completely electronically, to industrial processes 
which utilize electronic methods as an adjunct to 
human performance, and piloted aircraft which 
utilize electronic devices as aides to navigation and 


flight control. 


Recently, Bell Aircraft formally announced the 
perfection of an automatic aircraft landing device 
which will maneuver an aircraft into a perfect land- 
ing without any assistance from the pilot. The sys- 
tem, though still being tested, will apparently handle 
the difficult problem of landing on an aircraft car- 
rier deck as easily as a dry land operation. The 
mechanism is completely electronic as are the auto- 
matic pilot, the navigation equipment, the gunsight 
mechanisms, the target location devices, the commu- 
nications system, many of the engine checking 
instruments, the weather devices, and most of the 
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Minneapolis 
Figures are in million dollars, Bendix General Honeywell — Westi . 
except where otherwise stated. Aviation Electric Regulator oa = 
pert <_< oe 
CAPITALIZATION 
Long Term Debt (Stated Value) = $ 300.0 $ 44.0 $ 413 $ 321 
Preferred Stock (Stated Value) ae _ _ _ hi $ 495 
Number of C Shares Outstanding (000) 4,813 87,143 6,613 4,173 16,743 
Total Capitalization soa $ 24.0 $ 735.7 $ 53.9 $ B39 $ 579.8 
INCOME ACCOUNT: For Fiscal Year Ended 9/30/56 12/31/56 12/33/56 12/31/5 12/31/56 
Net Sales . ; $ 581.4 $4,0900 $ 2879 §$ 24, $1,525.3 
Deprec. Depletion, Amort., etc.... $ 8.0 $ 108.6 $ 6.9 $ 45 $ 46.6 
Income Taxes $ 24.0 $ 210.0 $ 249 $ a $ 18 
Interest Charges, etc. $ 1.3 $ 9.5 $ 1.3 $ 4 $ 110 
Balance for Common $ 24.2 $ 213.7 $ 22.4 $ Ng $ 16 
Operating Margin 8.1% 10.0% 16.7% 10.0% 9% 
Net Profit Margin sie 4.1% 5.2% 7.8% 55% 29 
Percent Earned on Invested Capital 13.7% 18.6% 18.8% 12.0% AY 
Earned Per Common Share (*)... S$ 5.04 $ 246 §$ 3.40 $ 2% $ 10 
BALANCE SHEET: Fiscal Year Ended... 9/30/56 12/31/56 12/31/56 12/31/% 12/31/56 
Cash and Marketable Securities .. $ 223 $ 67.1 $ 117 $ 134 $ 129.0 
Inventories, Net $ 121.4 $ 768.0 $ 928 $ 79.1 $ 478.1 
Receivables, Net $ 108.1 $ 635.7 $ 542 $ 517 $ 267.3 
Current Assets $ 251.9 $1,242.1 $ 158.9 $ 1422 $ 838.5 
Current Liabilities .$ 139.4 $ 651.8 $ 475 $ 514 $ 151.3 
Working Capital . §$ 25 $ 590.3 $ 111.4 $ 4 $ 687.2 
Fixed Assets, Net $ 58.6 $ 713.3 $ 449 $ 43 $ 3169 
Total Assets $ 321.7 $2,221.1 $ 213.9 $ 1930 $1,264.4 
Cash Assets per Share aoa $ 464 $ 76 $ 176 $ 32% $ 7.7 
Current Ratio (C.A. to C.L.) : 1.8 19 3.3 14 55 
Inventories as Percent of Sales 20.8% 18.7% 32.2% 36.7% 31.3° 
Inventories % of Current Assets 48.2% 61.8% 58.4% 55.6% 57.0° 
Total Surplus $ 153.0 $ 707.6 $ 109.3 $ 575 $ 491.4 
(*}-Date 
mente 
—— ————— 
flight instruments. This development is merely the But 
latest of a series of inventions which have carried § cally n 
the whole concept of weapons and industrial tech- § tronic 
niques far beyond anything dreamed of only a few § and of 
years ago. advan 
Despite the attractiveness of the field of industrial | scienc 
electronic automation, it is still in the military field ] electro 
that most of the advances are being made, largely — which 
because of the enormous research funds available for } absort 
this purpose and because of the concrete and specific | alread 
nature of many of the problems which electronics — diagnc 
research is being asked to solve. But the military § sion o! 
discoveries are pointing the way to new methods and the pe 
materials which are sure to revolutionize the non- gested 
military segment of our economy. by cor 
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Because modern military machines, and especially 
aircraft and missiles, are so highly complex and 80 | 
expensive to operate, the cost of equipment failure 
is extraordinarily high. Electronic testing devices Per 
have been devised which can examine all compo 
nents of these machines, both in motion and at rest, 
so that malfunctioning can be kept to an irreducible 
minimum. Bendix Aviation has developed a device, 
the “Lumicon” which conducts minute inspections of 
the forgings and castings in an engine while the 
engine is in operation. 

The non-military nature of these developments 8 
obvious enough that the point need not be pressed. Th 
One need only view the tremendous advances made 
already in commercial aviation to begin to develop 
an awareness of the “spill-over” of military devel- 
opments into the civilian sphere. 
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Comparing the Position of Leading Electronic Companies 
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—_———Business Machines——— —_____— 





—Radio and Televsion—— _ 








Addresso- Inte l National Radio 
Westinghouse graph Burrcughs Business Cash Sperry Magnavox Philco Corp. of Sylvania Zenith 
Electric Multigraph Corp. Machines Register Rand Co. Motorola Corp Amer. Electric Radio 
$ 321 Ss 21 $ 59.7 $ 330.0 $ 75.4 $ 115.5 $ 2.8 $ 20.0 $ 30.2 $ 250.0 $ 56.7 ~ 
$ 49.5 _ - - _ $ 2.5 $ 6.0 _ $ 10.0 $ 145 $ 9.6 — 
16,743 873 6,035 5,251 7,042 25,496 841 1,935 3,828 14,03) 3,515 492 
$ 579.8 $ 10.8 $ 89.8 $ 518.8 $ 146.9 $ 130.8 $ 9.6 $ 25.8 $ 516 $ 292.6 $ 92.7 $ 3.6 
12/31/56 7/31/56 12/31/56 12/31/56 12/31/56 3/31/56! 6/30/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
$1,525.3 $ 86.9 $ 271.7 $ 734.3 $ 340.9 $ 710.6 $ 70.5 $ 227.5 $ 347.9 $1,121.0 $ 332.3 $ 141.5 
$ 46.6 $ 146 $ 5.9 $ 106.0 $ 13.3 $ 176 $ 1.4 $ 2.2 $ 44 $ 23.2 $ 97 S 1.5 
$ 18 $ 83 $ 126 $ 75.0 $ 263 $ 37.2 $ 3.1 $ 89 $ 2 $ 40.0 $ 67 $ 7.1 
$ 11.0 cs J $ 2.0 $ 10.2 $ 2.4 $ 42 $ 3 $ 2.3 $ 7 $ 8.3 $ 19 - 
$ 16 $ 7.2 $ 141 $ 68.7 $ 18.4 $ 45.8 $ 2.9 $ 7.9 $ 02 $ 368 $ 144 $ 6.1 
2% 16.9% 11.3% 20.2% 13.3% 12.0% 9.1% 7.8% 2% 7.2% 8.7% 9.4% 
2% 8.3% 5.2% 9.3% 5.4% 6.5% 44% 3.5% 1% 3.5% 44% 4.3% 
4% 17.8% 13.8% 20.7% 16.2% 18.2% 15.2% 13.0% 4% 14.6% 11.2% 12.5% 
$ 10 $ 834 $ 235 $ 13.10 $ 262 $ 180 $ 354 $ 412 §$ 006 $ 263 $ 403 $ 12.55 
12/31/56 7/31/56 12/31/56 12/31/56 12/31/56 3/31/56 6/30/56 12/31/56 12/31/56 12/31/56 12/31/56 12/31/56 
$ 129.0 $ 10.3 $ 15.5 $ 674 $ 39.9 $ 27.7 $ 47 $ 10.7 $ 22.2 $ 95.7 $ 122 $ 35.0 
$ 478.1 $ 18.1 $ 89.0 $ 349 $ 63.8 $ 226.0 $ 16.0 $ 22.1 $ 57.9 $ 151.4 $ 75.2 $ 10.7 
$ 267.3 $ 142 $ 619 $ 121.6 $ 628 $ 149.1 $ Wg $ 36.0 $ 75.6 $ 190.2 $ 62.9 $ 12.2 
$ 838.5 $ 43.2 $ 167.7 $ 224.2 $ 168.1 $ 391.0 $ 33.8 $ 82.5 $ 157.0 $ 451.1 $ 152.3 $ 57.9 
$ 151.3 $ 17.0 $ 71.4 $ 99.9 $ 68.7 $ 184.8 $ 183 $ 316 $ 78.1 $ 150.3 $ 46.0 $ 198 
$ 687.2 $ 26.2 $ 6.3 $ 124.3 $ 99.4 $ 206.2 $ 15.5 $ 50.9 $ 789 $ 300.8 $ 106.3 $ 38.1 
$ 316.9 $ 143 $ 64.2 $ 501.8 $ 60.3 $ 138.8 $ 7.4 $ 25.3 $ 40.7 $ 189.9 $ 749 $ 108 
$1,264.4 $ 60.0 $ 233.3 $ 769.0 $ 257.6 $ 557.4 $ 41.5 $113.7 $ 203.7 $ 690.5 $ 234.5 $ 69.2 
$ 770 $ 11.82 $ 257 $ 12.88 $ 760 $ 108 $ 566 $ 559 $ 5.82 $ 6.82 §$ 3.48 §$ 7.11 
5.5 2.5 2.3 2.2 2.5 2.1 1.8 2.6 2.0 3.0 3.3 2.9 
31.3% 10.7% 32.8% 4.7% 18.7% 31.8% 22.7% 97% 16.6% 13.5% 22.6% 7.5% 
57.0% 42.0% 53.0% 15.5% 38.0% 57.8% 47.3% 26.8% 36.9% 33.5% 49.3% 18.5% 
$4914 $ 32.1 S$ $ 142.8 $ 419 $ 239.1 $ 13.5 $ 55.4 $ 73.9 $ 131.1 $ 95.8 $ 45.7 


(*}—Data on dividend, current price of stock and yields in supple- 
mentary table on preceding page. 


(1)—Consol. operations of Sperry-Rand for 9 mos. ended 3/31/56, 
and Rem. Rand for 3 mos. ended 6/30/55. 
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But electronic devices are not confined to specifi- 
cally military or industrial uses. Actually, the elec- 
tronic microscope, developed before World War II, 
and of course X-Ray, were early harbingers of the 
advances to come in medicine, biology and related 
sciences. Chemical analysis, today, is performed by 
electronic analytic devices called spectrophotometers 
which measure the amount and nature of the light 
absorbed by chemical elements, and machines are 
already visualized which will allow medical men to 
diagnose illnesses through the electronic transmis- 
sion of symptoms, obviating the difficulty of bringing 
the patient to the specialist. It has even been sug- 
gested that diagnosis may eventually be performed 
by computers rather than medical specialists, 


Horizon For Electronics Virtually Limitless 


Perhaps the most important aspect of electronics 
is that it is an open field with no apparent limit to 
the new functions it can perform. If there is a limit 
to the field it seems to be only that imposed upon it 
by the bulkiness of the vacuum tube which has in 
turn imposed relative bulkiness on the devices them- 
selves. Happily, research in the specialized area of 
semiconductors has produced substitutes for the tube 
which occupy only a fraction of their space. 

The transistor, discovered about eight years ago, 
is the first of the practical substitutes developed and 
is already able to perform many of the functions 
formerly the province of the vacuum tube. Aside 
from the obvious use these elements have in radios 


1957 





and hearing aids, where their small size enables 
manufacturers to produce smaller finished products 
with great consumer appeal, they are already being 
used extensively in avionics and in computers. A new 
semiconductor, announced only a month or so ago is 
said to have properties which will reduce computing 
machines many times and thus overcome their big- 
gest drawback which has been the space most of them 
require. 

The manufacturers of these various devices and 
control mechanisms are in the enviable position of 
having ready markets for their current production 
and the knowledge that new developments from their 
research laboratories will find uses where there was 
not even a previous awareness of necessity. So wide 
open is the field that entire new industries, as they 
have in the past, can spring from incidental discov- 
eries or developments. Furthermore the potential is 
so great that there is adequate room for any number 
of small and large companies, provided they are 
adequately financed and soundly managed. 

If we fail to recognize the world twenty years 
from now with its electronic cooking, electrolumines- 
cent light, nuclear energy, which incidently would 
be practically uncontrollable without electronics de- 
vices, automation, television-telephone, flat television 
screens, and on ad-infinitum to almost anywhere our 
imagination may carry us, we can thank the makers 
of electronic devices who will be in the vanguard of 
the changes. 

It is natural that with (Please turn to page 54) 
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It is logical that following its scientific development is programmed to do a certain job, it will do that job | first to 
and successful use in mathematics and industrial well with resulting quality and general performance 

automation, electronics has found wide application far greater than unaided man can do. The machine = 
in the field of business machinery and office equip- works within the framework of the rules set up for 

ment—ranging all the way from the huge “electronic it, but it is limited in scope. The analog computer, ae 
brain machines” to the compact calculators found in valuable though it has become, is not a general prob- 
almost every office. It has provide a staunch ally of lem solving machine, nor is it a machine which cat 

the business executive who is plagued by the shortage learn and store its learning except within very nar- — 

of capable office help and highly skilled accounting row limits. In addition, it suffers from the extreme Addre 

and statistical workers on the one hand, and the disadvantage of having to become more and more ea 
spiralling office payrolls on the other. Electronics has complex as the problems become more complicated. 

speeded and simplified time consuming and detailed Nevertheless, its ability to do rather simple jobs eff- mene 

jobs of cost control, inventory taking, wage and hour ciently explains its predominance in the early stages intern 

studies and a multiplicity of other necessary tasks. of automation. March 

For example, one Wall Street firm recently an- It soon became evident, however, that as the prob Natio 

nounced that electronic computers would be used in lems became more complex, the distortions involved Revel 

figuring a broad average of stock prices each hour in adding on more and more components would soo? , 

throughout the day. reach a point where it might not be worthwhile t Seal 

attempt a solution. Sam 

Analog vs. Digital Computer Fortunately, there is another type of computing Telaw 

machine, the digital type, which was able to fill the Unde: 

The analog computer, one of the two basic types gap. Its early use was aborted because of the basic ee 

of computers, was the first to reach industrial ma- simplicity of the analog type computer, and the aé- 0; 

turity because of certain characteristics inherent in vances which were yet to come in the fields of mathe ‘De 
its name. matics and symbolic logic which were necessary 
Basically, this computer represents an analogy to before adequate information could be fed into the 

the actual problem its creators wish it to solve. As it digital machines, Scientists recognized early that the —- 
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ital type computer had far greater potential than 
is analog type but it was first necessary to develop 
nguage Which the machines could understand and 
n. 
i difference between the two types of machines 
my be summed up in the following manner. An 
og computer is a machine constructed to handle 
sgingle type of problem. A digital computer is set 
to handle a set of logical or mathematical rules 
which it will use to solve any problem presented to 
# Whereas the analog computer is limited by the 
wmplexity of the problems it must solve, the digital 
aputer had to await methods of introducing into 
# comprehensible information, and translating its 
swers into forms understable to the users of the 
hines. 














| _ Bright Future Seen For Digital Computer 
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Obviously, then, although analog computers will al- 
ways be useful, the future is brightest for the digital 
type, both in industry and in scientific fields. The 
digital computer can perform virtually any mathe- 
matical problem in a fraction of the time it would 
Make for man to do them. It can also commit infor- 
mation to memory and recall it when needed to solve 
new problems. With these capacities it was not long 
before it moved out of the scientific laboratories and 
into the manufacturing process. 

But just as importantly, it moved into a new and 
unexpected field. Labor saving on the production line 
has always been a management goal, but clerical and 
‘other non-productive tasks were considered hope- 
lessly inefficient and unavoidably expensive items. It 
goon became apparent, however, that since digital 
computers were actually machines which absorbed 
and acted upon data presented to them, there was no 
‘logical reason why the data to be processed could not 
be clerical in nature. 

















IBM — The Leader in the Field 






of computers and became the early leader in the field. 
IBM, long a major supplier of electrical business 
machines on either a direct sale or lease basis, is by 
far the largest factor in the business machine field. 
It owns most of the punch card type tabulating equip- 
ment in the world, and is also a major supplier of 
sorting machines, other accounting devices and mili- 
tary computing machines. As an early entry in the 
data processing field the company was able to use its 
worldwide distributing organization to gain a firm 
foothold in the industry. As a result, sales tripled 
since 1948 and have doubled since 1952. After ad- 
justments for splits and stock dividends, the common 
stock has risen from an average price of $55 in 1948 
to a niga or $550 in 1956, despite the fact that earn- 
ings during the period never exceeded $13.63 per 
share and dividends have never varied from $4.00 per 
share. IBM has been the epitome of growth stocks, 
reflecting primarily the development of office auto- 
mation. 


New Electronic Machines Stimulate 
Old Time Producers 


But the potentials of the field are too great for any 
one firm. The sudden realization of the bonanza it 
had been handed stimulated businesses generally to 
hurry the mechanization of their clerical processes. 
By 1956 sales of electronic business machines ap- 
proached the $2 billion mark and may reach $214 
billion in 1957. For the established firms in the 
industry the addition of electronic lines to electric 
typewriters and other office equipment, has been a 
windfall. For new electronic firms, the office equip- 
ment market has been a large and challenging one 
to conquer. 

Sperry-Rand Corporation, a corporate marriage of 
Sperry and Remington Rand in 1955, is the second 
largest factor in the industry. In addition it is one of 
the overall giants of the electronics industry. Sales 
of business machines account for approximately 33 % 
of its $775 million in sales, while instruments and 












































International Business Machines was among the control devices account for an additional 36%. De- 
it job | first to recognize the business machine possibilities spite its sound diversifica- (Please turn to page 44) 
lance 
chine § [— 
te Leading Companies Manufacturing Business Machines 
mrob- —__———Earnings Per Share ——_—- —__-—Dividends Per Share-—— Recent Div. Price Range 
| Call 1954 1955 1956 1954 1955 1956* Price Yield 1956-57 
nar- Steines ae 
‘eme Addressograph-Multigraph $5.92 $7.86 $8.34 $3.00- $4.00 $4.00" 138 2.8% 154 -108 
‘ed Burroughs Corp. 1.83 1.97 2.35 85 1.00 1.00 38 2.6 46%- 28% 
effi- Electronics Corp. of Amer. .23 59 a 234 W 24%4- 9% 
ages International Business Machines 9.08 10.64 13.10 3.04- 3.202 3.60% 527 4 550 -400 
Marchant Calculator 1.75 2.64 3.27 1.30 1.30 1.30° 32 4.0 38 - 20 
te National Cash Register 1.94 2.22 2.62 1.00 1.07 1.20% 52 2.3 59 - 34% 
a Royal McBee 1.83 2.45 3.47 1.35 1.25 1.40 33 4.2 36%s- 27%2 
, to Smith-Corona Inc. 1.10 3.26 4.27 75 60 1.602 37 4.3 46%4- 24% 
Sperry Rand 1.80 1.221 36 80 21 3.8 29"%- 20 
ing Telautograph Corp. 98 1.55 431 50 672 573 7 8.1 15%- 6% 
5 Underwood Corp. 1.66 2.01 47.82% 1.25 1.50 40 26 1.5 44 - 20% 
id- y see 
re *—Or latest 1957 div. rate. 1_9 months. 4—6 months. 
rv {_Deficit, °—Plus stock. 5—9 months; includ., $4.85 per sh. non-recurr. 
he 3—Plus stock in 1956. write-offs. 
2. 
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PART III 


TV— apne 


By STANLEY DEVIL 


By far the most important segment of the 
electronics industry for the “man on the street” js 
the radio and television industry. Nor is this view 
unjustified, for the industry ranks second only ty 
military electronics in dollar sales. Yet despite it 
importance the industry is beset with difficulties an( 
headaches which will probably take many years t 
work out. 

As a social and economic factor there is probably 
nothing to compare to the sudden and overpowering 
impact of television in just a few short years, By 
1956 the TV market was over 80% saturated, yet the 
public was still spending some $3 billion dollars a 
year on new sets and replacement parts. As a social 
force its impact is too well known to warrant ther. 
ough treatment here, but it is worth mentioning that 
in ten short years it has come closest to providing: 
universal American pastime. Nearly everyone 
watches TV and is to some extent influenced by it. 

For the producers of television sets, however, the 
profit road has been a rocky one since the first flush 
days when the public eagerly gathered in all sets 
produced. Sales in 1956 dropped below 7,000,000 
units from almost 7,500,000 in 1955 and show nm 
signs of improving in the near future despite the 
fact that normal set replacement is now close te the 
2,500,000 unit figure. The industry picture is con- 
plicated further by the success of the portable TV set, 
which increased sales, but at much lower profit mar- 
gins and to a large extent, at the expense of the sale 
of standard units. 

Competition has become so keen in the industry 
that there is already much talk of an auto industry 
pattern developing in which the field will be left to 
the three or four strongest, with the rest falling by 
the wayside. In the last two years almost a dozen 
major TV manufacturers have either left the bust 
ness or been taken over by others. They include such 
well known names as Stromberg-Carlson, Capehart- 
Farnsworth, CBS Columbia, Crosley and Bendix. It 
seems probable that the trend will continue, albelt 
at a slower rate. 

Success now depends, apparently, on the size of & 
company’s advertising budget and its ability to keep 
up with new developments, By far the most impor 
tant of these new developments is Color TV, which 
is being pioneered at great cost and pain by RCA. 
RCA has already lost over $7,000,000 in its color 
experiment and the end is not in sight. For despile 
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the attraction of the medium, set costs are still ex- 
tremely high compared with conventional receivers, 
servicing problems are troublesome and costly, and 
the broadcasting industry is still not keyed to full 
color scheduling. 

Nevertheless, it is in color that the greatest poten- 
tial lies for the industry, for only here can it hope to 
duplicate the feat of saturating the home market in 
a few short years. 

Radio Corporation of America, a leader in most 
electronic fields, is also the most important in this 
field. Its TV set output accounts for about 15% of 
total U. S. production and it is a most important pro- 
ducer of tubes, radios and phonograph sets. It is 
interesting to note that of RCA’s more than $1 billion 
in sales in 1955, over 75% was of products which did 
not exist just a few short years ago. 

RCA has been one of the leading research organi- 
zations in the country, and through this research is 
most responsible for the development of color TV. 
To further the growth of color the company has made 
enormous investments in broadcasting facilities de- 
signed specifically for color broadcasting. Regular 
color transmissions are now in progress, and recently 
a midwest NBC station became the first all-color 
station in the country. 

RCA is too enormous an enterprise to be judged 
solely on this basis, but its color investment is so 
important that it must be viewed currently as the 
company’s most important field of endeavor. Since 
most industry leaders do not see any aggressive color 
set market until at least 1960, RCA is obviously out 
on a long limb. 

Admiral Corporation probably ranks second in the 
production of TV sets behind RCA. Unfortunately it 
does not have broader electronic interests for exploi- 
tation since its principal diversification is in the 


appliance industry. Refrigerators are the next most 
important product sold, and here again the field is 
highly competitive and the market virtually satu- 
rated. Normal industry sales of refrigerators are now 
approximately 4,000,000 units while industry capac- 
ity is about 10,000,000 units. Although most mem- 
bers of the industry generally predict the total 
refrigeration market fairly accurately, they invar:- 
ably overestimate their own share. The result is 
chronic overproduction and price cutting. 

Admiral’s overall performance has been erratic in 
the past. It will apparently take a successful color 
TV market to improve the situation. 

Philco, like Admiral, is a victim of a too heavy 
reliance on the TV and appliance industries. Essen- 
tially the same factors adversely affecting Admiral 
affect Philco. The company recently acquired the 
Bendix Home Laundry line, which should raise total 
volume, but the effect on net earnings will probably 
be negligible for some time. 

Philco’s military electronics business, though ac- 
counting for 20% of total volume is too small to 
compensate for the tribulations of the appliance in- 
dustry. As one of the top five TV set producers, 
Philco’s performance too, is closely tied to the success 
of color TV. 

Zenith Radio has maintained an enviable record of 
earnings stability despite its reliance on radio and 
TV set production. A good part of that success is 
attributed to its important position as a producer of 
television picture tubes and hearing aids. 

An interesting area of potential growth rests in 
the company’s pioneering role in the field of subscrip- 
tion telvision. Its Phonovision system is now under 
consideration by the FCC. 

Motorola, Inc. ranks about fifth in the production 
of TV sets andisalsoan (Please turn to page 44) 
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Leading Companies in Radio and Television 

RE on Earnings Per Share— Dividends Per Shore— 7 Recent Div. Price aan 

1954 1955 1956 1954 1955 1956* Price Yield 1956-57 
Admiral Corp. $2.78 $1.73 $ 767 $1.00 $1.00 $1.00! iB 22%*- 1034 
American Broad.-Paramount Theatres 1.06 1.87 1.317 1.00 1.20 1.30 21 6.1% 32'2- 20% 
Columbia Broadcasting System “A” 1.56 1.83 2.17 63° 76- 1.00" 33 3.0 34\2- 22% 
Consolidated Electronic Industries 1.30 3.12 32 36'2- 26% 
Cornell-Dubilier 3.25 3.41 2.01 1.90 2.10 1.20 22 5.4 40'%- 22 
DuMont (Allen B.) Laboratories 3.17 “1.61 a 437 ‘ 5 10 - 4% 
Emerson Radio & Phonograph 97 1.28 .04 60 .60 %.30° 6 13M%4- 5% 
Hazeltine Corp. 3.99 2.40 1.316 2.00 2.00 1.40" 34 4.1 48 - 30% 
Hoffman Electronics Corp. 2.08 2.15 1.517 1.00 1.00 1.00 19 5.2 25%- 17% 
Magnavox Co. 2.77 3.05 3.54 1.50 1.50- 1.50° 37 4.0 41 - 31% 
Motorola, Inc. 3.91 4.39 4.12 1.50 1.50 1.50 39 3.8 5134- 35% 
Phileo Corp. 1.70 2.13 .006 1.60 1.60 $.80° 15 36%- 14% 
Radio Corp. of America 2.66 3.16 2.63 1.20 1.35 1.50 34 44 50%- 31% 
Sylvania Electric 2.93 4.30 4.03 2.00 2.00 2.00 41 48 55%2- 39% 
Tung-Sol Electric 3.16 4.65 3.83 1.25 1.60 1.40% 28 5.0 36%- 27 
Zenith Radio 11.58 16.31 7.907 3.00 5.00 5.00 91 5.4 T414- 91% 
Ae latest 1957 div. rate. °—Plus stock. °—Directors recently omitted dividend. 
a. il as ; 5—Ples stock in 1956. ~— months. 

s eferred action on div. Distrib. of 2/5 sh. of DuMont Broad. Corp. 9 months. 
—= 























1957 










29 






































I 


WHAT TO 


1957 DIVIDEND CASUALTIES 











DO ABOUT 


_ 























Ava 


By ROBERT EMMETT 


Orne of the prime reasons for widespread 
caution in financial markets is concern over the 
threat to dividends by steady deterioration in profit 
margins. In the light of rising manufacturing costs 
and increasing evidence of consumer resistance to 
price advances, investors are wondering whether re- 
cent appraisals of earning power still are higher 
than warranted. Although the situation can scarcely 
be deemed serious, in view of the fact that instances 
of dividend improvement this year have outnum- 
bered reductions or omissions, nevertheless it seems 
apparent that safety margins for a great many well 
established dividend rates have narrowed uncom- 
fortably. 

That dividend casualties have not been more nu- 
merous may be attributed primarily to the fact that 
many corporations have maintained conservative 
pay-out policies in recent years. Managements have 
endeavored in many cases to retain a larger share 
of earnings than might have been normally expected 
in order to maintain a strong reserve at a time when 
outside capital was becoming more costly, and to 
meet the stress and strain of today’s fluid conditions. 
Thus, more companies were able to maintain regu- 
lar dividends than otherwise would have been the 
case, 

Managements generally are more conscious of divi- 
dend records today than they were a generation ago. 
Consequently directors generally have followed: a 
policy of establishing rates which they hoped could 
be maintained even through periods of temporary 
recession. Boards have been reluctant to reduce dis- 
tributions to stockholders so long as they have felt 
that a recovery could be anticipated within a reas- 
onable time. Unless business conditions improve suf- 
ficiently to encourage the prospect of more satisfac- 
tory margins in some industries it would not be 
surprising to see numerous directorates examine 
dividend policies more critically this year. 
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It has been our policy for sometime now to rec- 
ommend only those companies whose earnings pro- 
vided a wide degree of security, so far in excess of 
dividend requirements that a decline in earnings 
would not imperil the current dividend distribution. 

Perhaps the best way to discuss this subject — so 
vital to investors —is through comments on indi- 
vidual stocks. Several of these will serve as illus- 
trations for observations that may be applicable to 
other companies in the industry represented. After 
commenting on a dozen companies whose direc- 
tors have authorized reductions or omissions in 
dividends for the March quarter, we shall present 
brief remarks on a list of concerns whose recent 
earnings results have suggested that coverage for 
current rates may have become narrower than mat- 
agements would like. These remarks are supported 
by the accompanying statistical tabulation. 


TV and Home Appliance Companies Revise Dividends 


Unsatisfactory conditions prevailing for a year or 
longer in the television set industry and in house- 
hold appliances found reflection in dividend defer- 
ments by Admiral Corporation and by Philco. The 
latter’s management, meeting at the end of Feb- 
ruary, decided against payment of a cash distribu- 
tion for the second straight quarter, but on this 
occasion no consideration was given to a stock divi- 
dend such as had been approved late in 1956, Diree- 
tors announced that no dividend action of any kind 
would be taken until “late this spring.” A somewhat 
similar policy was pursued by the Admiral board, 
which met for dividends early this month. At that 
time it was stated that no consideration would be 
given to a dividend until the appropriate time for 
action in the June quarter. Philco reported net I” 
come for 1956 of only about one cent a share, com- 
pared with $2.13 for 1955, while Admiral is est 
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mated to have earned ‘ess than the $1.73 reported 
for 1955. 


Lower Payments on Textile Stocks 


Continued disappointing results in the textile in- 
dustry contributed to dividend casualties. Collins & 
Aikman, which has catered to the automotive in- 
dustry for many years in seat coverings, had an 
unsatisfactory year and at their January meeting 
directors decided to discontinue dividend payments, 
which had been paid at the rate of 15 cents quar- 
terly. Operations in the first nine months of the 
fiseal year ended February 28 resulted in a deficit. 
Reeves Bros. acted last month to reduce the March 
15 dividend to 121% cents from the previous quar- 
terly distribution of 25 cents, 

A reduction by Textron of its quarterly rate to 
95 cents from 40 cents at the beginning of February 
came as something of a surprise as more satisfac- 
tory earnings from non-textile operations had been 
anticipated. The company disposed of some of its 
textile properties in a move toward diversification. 
Net profit for 1956 was $1.58 per share of common 
stock eutstanding last year, compared with $1.49 a 
share for 1955 after provision for losses on textile 
mills sold. The dividend reduction was decided upon 
to improve working capital to “provide for the in- 
creased requirements of Textron’s expanding busi- 
ness” management announced. 

Need for bolstering cash resources persuaded 
United Air Lines directors to reduce its cash rate 
sharply. The March quarter payment was trimmed 


to 1214 cents from 371% cents paid previously and 
the distribution was supplemented with a 4 per cent 
stock dividend. Narrowing profit margins and the 
necessity of preparing for equipment purchases con- 
stituted the reasons for conservation of funds, De- 
spite an increase in net income in 1956, much of 
the improvement came from the sale of equipment, 
and operating results were lower than in 1955. The 
airlines are seeking a fare increase averaging 6 per 
cent, Plans for financing purchase of an extensive 
fleet of jet transports to be delivered in the next 
few years have not been completely formulated, and 
cash requirements will depend in part on whether 
the government authorizes accelerated depreciation 
in connection with the purchases. 


Varied Reasons for Individual Dividend Casualties 


Disappointing mining operations and the pros- 
pect of narrower margins on copper contributed to 
adoption by Howe Sound of a more conservative 
rate, when directors reduced pzyments to 10 cents 
quarterly from 25 cents. The <ompany had an earn- 
ings decline last year to $1.42 a share from $1.75 in 
1955. Likewise, a downtrend in profits well below 
the 1955 showing induced Congoleum-Nairn to cut 
dividends to 20 cents from 30 cents quarterly. Un- 
certainty over earnings results explained American 
Sumatra Tobacco’s dividend omission. Directors an- 
nounced they wished to await outcome of the sale 
of the 1956 crop before considering further distri- 
butions. 


Partly asa consequence (Please turn to page 51) 























— 
Stock With Narrowing Dividend Margins 
Net Sales Ratio of 
1955 1956 Earnings Per Share Dividend Per Share Dividend Recent Div. 
—(Millions)—— 1955 1956 1955 1956* Covered Price Yield Rating 
Allis-Chalmers $535.0 $547.4 $3.03 $2.42 $2.00 $2.00 1.2 33 6.0% B3 
American Colortype 22.3 10.04 41.55 96" 1.25 1.00 na 30 3.3 c3 
American Viscose 259.4 239.4 4.66 2.93 2.50! 2.00 1.4 34 5.8 A3 
Bohn Aluminum & Brass 57.4 51.5 4.17 1.80 1.55 2.00 9 21 95 c3 
Bridgeport Brass 172.9 163.2 4.26 2.80 2.50 2.50 1.1 34 7.3 B3 
Briggs Mfg. 29.3 22.8 2.38 1.31 1.50 .80 1.6 13 6.1 B3 
Budd Co. 316.5 307.8 3.34 1.97 1.25 1.40 1.4 18 7.7 c3 
Certain-teed Products 101.2 92.0 1.70 1.11 1.25 1.00- 1.1 10 10.0 c3 
Chance Vought 147.1 118.1 4.41 3.81 1.60 1.60 2.3 42 3.8 B3 
Colgate-Palmolive 285.5 222.9% 5.47 4.00° 3.00 3.00 1.3 42 7.1 B3 
Continental Motors 145.4 125.1 76 49 .60 40 1.2 7 5.7 c3 
Electric Auto-Lite 296.0 231.5 6.31 1.47 2.50 2.00 7 36 5.5 B3 
Foster Wheeler 90.0 100.6 2.19 1.81 1.66 1.60 1.1 37 43 B3 
Frevhauf Trailer 234.6 202.7 1.77 1.03 2.00! 1.40! 8 21 6.6 B3 
Industrial Rayon 83.6 59.3 5.77 2.45 3.00 3.00 8 35 8.5 B3 
Mclellan Stores 61.4 61.8 2.02 1.75° 1.80 1.60° 1.0° 19 8.4 c3 
Minute Maid Corp. 106.5 114.8 2.64 .84 50 .80 1.0 ia 7.2 c3 
Motor Wheel 78.5 46.6' 3.54 2.00" 2.00 1.60 1.25 21 74 c3 
Rockwell Spring & Axle 271.9 250.0 3.79 2.44 2.00 2.00° 1.2 27 7.4 B3 
Spencer Kellogg & Sons 90.3 92.7 27 .% 1.10 80 1.2 17 4.7 c3 
Ward Baking 97.0 100.2 1.53 1.22 1.25 1.00 1.2 14 7.1 c3 
RATINGS: 
4_Deficit. 1_Plus stock. A—Best Grade. 1—Improving earning trend. 
2—Plus “3 sh. of Bestwall Gypsum in 1956. B—Good Grade. 2—Sustained earning trend. 
*—Or latest indicated rate. 3—Plus stock in 1956. C—Speculative. 3—Lower earning trend. 
4—9 months. D—Unattractive. 
na—Not available. 5—Estimated. 
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Selectivity 


Around this time, published 
tabulations of highs and lows in 
stock-price and stock-group tabu- 
lations shift to a current-year 
range: to wit, from new 1956- 
1957 to new 1957 highs or lows. 
While the actual selectivity of the 
market is, of course, unchanged, 
the shift to a different range — 
presently embracing a relatively 
short time period—puts it in dif- 
ferent perspective. The _ effect 
is to increase the number of re- 
ported “new” highs or lows and 
to deflate their technical signifi- 
cance, in most cases, as compared 
with new 1956-1957 lows. Since 
the averages recorded a major 
top in 1956 and have since been 
in an irregular downtrend for 
many months, a new 1956-1957 
high means, in most cases, a new 
bull-market high for an individ- 
ual stock or group; but, with few 
exceptions, a new 1957 high 
means merely the best rally level 
attained, from more or less de- 
pressed levels, since the start of 
the year. Hence, published lists 
of new highs could now mislead 
some investors. On the other 
hand, new 1957 lows have greater 
significance, for they generally 
mean extension of a protracted 
downtrend. 
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INCREASES SHOWN IN RECENT EARNING REPORTS | 
1956 1955 

Cluett, Peabody & Co. Year Dec. 31 $5.04 $4.09 bestwa 
Borden Co. Year Dec. 31 5.01 4.61 Comme 
Foremost Dairies, Inc. Year Dec. 31 1.38 1.05 Nations 
Mesta Machine Co. Year Dec. 31 4.36 3.65 Seiie ( 
White Sewing Machine Year Dec. 31 .69 28 Alllis-Ch 
Curtis Publishing Year Dec. 31 1.09 40 Genera 
General Cigar Co. Year Dec. 31 4.14 2.50 Armstre 
Household Finance Corp. Year Dec. 31 2.70 2.19 Crema 
Reynolds Metals Co. Year Dec. 31 3.93 3.41 Galted 
Diamond T Motor Car Year Dec. 31 4.17 66 Americ 
— ___j| | 
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; shaped up so far as a good 
nc for Ford and Chrysler. 
These stocks have performed bet- 
ter than the industrial list for 
some time. In terms of January 
new-car registrations, compared 
with a year ago, General Motors 
was down over 11%, Ford Motor 
up over 22%, Chrysler up nearly 
14%. But over-all demand is slug- 
gish, dealers are again cutting 
prices and it is going to be a cat- 
and-dog fight. One can imagine 
GM saying grimly: “wait until 
next year.” Next year, in terms 
of new models, is the autumn of 
this year. Advice: don’t stay too 
bearish on General Motors, as a 
buying opportunity in it could 
quite possibly shape up within a 
comparatively few months. And 
don’t expect Ford or Chrysler to 
rise through the roof, since they 
have already made substantial al- 
lowance for recovery in earnings. 


Sugar 

Stocks of most Caribbean and 
Cuban producers of cane sugar 
are down only moderately from 
recent recovery highs which were 
the best levels in a long time. The 
prime mover in their rise from a 
depressed level] was a sharp re- 
covery in the world price of sug- 
ar. Although not the whole story, 
an extended period of unsatisfac- 
tory prices played a big role in 
bringing about reduced output 
and working off burdensome sup- 
ply. It does not take a sugar ex- 
pert to figure that good prices will 
result in increased world supply 
in no great time; and that the 
equities will anticipate lower 
prices and earnings. Profits — or 
old losses—on these stocks should 
be taken. 


Strong 


Stocks performing relatively 
well include Air Reduction, 
Merck, American Cyanamic¢, Bris- 


tol-Myers, Fedders Quigan, Free- 
port Sulphur, National Cylinder 
Gas, Black & Decker, Curtis Pub- 
lishing, Idaho Power, Kansas Gas 
& Electric, Royal Dutch, South- 
western Public Service, Dixie 
Cup, and Quaker Oats. 


Surprise 


Such damage as was done to 
U.S. international oi] companies 
by stoppage of the Suez Canal 
and breakage of the Syrian pipe 
lines is not visible to the naked 
eye from inspection of the 1956 
earnings reports issued up to this 
writing. It does not show up be- 
cause of (1) strong gains in earn- 
ings through the first nine months 
of last year; and (2) the step-up 
in Western-Hemisphere output 
and prices during the subsequent 
period. Earnings of Texas Com- 
pany rose to a record $5.51 a 
share, more than 15% above 
1955’s $4.78, partly due to sub- 
stantially increased dividends 
paid to it in the final quarter by 
Arabian-American Oil, in which 
Texas has a 30% stock interest. 
Socony Mobil reported a 1956 
profit gain of some 20% to $5.70 
a share, from 1955’s $4.74. These 
companies — also Standard (New 
Jersey) and Standard of Califor- 
nia—are notably strong, well-bal- 
anced, flexible. They are not go- 
ing to be wrecked by Nasser and 
they will more than hold their 
own in any kind of a domestic 
oil market. The stocks are neither 
extremely priced nor cheap. They 
are among the best oils to hold 
for long-term purposes. 


Gulf Oil 

This company has a particu- 
larly big stake in the Middle East, 
emphasized by the fact that over 
half of its total crude oil produc- 
tion in 1955 was in Kuwait and 
nearly half of earnings came 
from operations based thereon. 

















_— 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1956 1955 
Bestwall Gypsum Co. Year Dec. 31 $5.22 $6.18 
Commercial Solvents Corp. Year Dec. 31 1.07 1.31 
National Gypsum Co. Year Dec. 31 3.61 4.61 
Radio Corp. of America Year Dec. 31 2.65 3.16 
Allis-Chalmers Mfg. Year Dec. 31 2.42 3.03 
General Motors . Year Dec. 31 3.02 4.30 
Armstrong Cork Co. Year Dec. 31 2.56 2.83 
Grumman Aircraft Eng. Corp. Year Dec. 31 3.50 4.43 
United Fruit Co. Year Dec. 31 3.45 3.82 
American Viscose . ... Year Dec. 31 2.93 4.66 
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The stock nose-dived promptly 
when the bad Middle-East news 
hit the market. However, this is 
a company which the uninformed 
investor could easily misjudge— 
and many did. We were right in 
warning some weeks ago that 
bears on the stock were in a risky 
position. The 1956 report is not 
in at this writing, but will make 
an excellent showing. Obviously 
indicating a favored position with 
respect to tankers, the chief of- 
ficer of Gulf, in announcing his 
nearby retirement, recently 
stated that the company’s output 
and shipments from Kuwait so 
far in 1957 have exceeded those 
of any like period of any prior 
year; and that Gulf’s world out- 
put of crude is now about 1,000,- 
000 barrels a day, which means 
a level about 13% above the 1955 
average. The output is about 50% 
in excess of total refinery runs. 
Since oil profit is founded on 
crude oil, that is an uncommonly 
strong position. What about the 
stock now? We would rather hold 
it for the long pull than buy it 
or sel] it right here. 


Dividends 

In virtually all. sectors of in- 
vestment interest, the boom has 
slowed or halted. That is so of 
the dividend news, even though 
favorable changes remain more 
numerous than the reverse. The 
February box score showed 16 
omissions, against only 3 a year 
ago; 12 reductions, against 3; and 
103 increases or extras, compared 
with 108 in February of last year. 
Just sniffing the wind, we sur- 
mise that the March comparisons, 
when footed up, will be either 
about the same as that or worse. 
Total payments are still creeping 
up, but the number of individual 
companies able and willing to 
boost rates or vote extras has 
passed its peak. 


Sound Value 

Dayton Power & Light supplies 
electricity and natural gas to over 
250 Ohio communities, which 
have a total population of more 
than 1,000,000. Electricity pro- 
vides close to two thirds of rev- 
enue, gas most of the balance. The 
growing and _ recession-resistant 
residential-commercial load ac- 
counts for 63% of electricity rev- 
enue, the industrial load for only 
24%. Over two thirds of gas rev- 
enue is from residential sales. The 

(Please turn to page 54) 
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Industrial Production 
(FRB INDEX 1947-1949-100) 


Scare ater 


Business 

Trend THE TREND FORECASTER 
* 

Forecaster RELATIVE STRENGTH MEASUREMENT 


4 J J J 4 


* 
Win the many revolutionary changes in our economy, This we have done in our new Trend Forecaster (developed 
it was evident that various indicators previously used should over a period of several years), which employs those indicaton 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found & 











rately forecast developing business trends. most accurately project the business outlook. 

When the Forecaster changes its direction up or down: 

COMPONENTS OF TREND FORECASTER* corresponding change in our economy may be expected s 
—a <1 26 eral months later. 

123K, 4 is) ay lz] The depth or height of the developing trend is clearly pr 

aan a Ge eo Pent a le sented in our Relative Strength Measurement line, which » 

¥ “,__ Incorporations ‘, ie flects the rate of expansion or contraction in the making. Whe 

*s*. 15.6 (Hundreds Pe ae particularly favorable indications cause a rise that exceed 

se i Or plus 3 for a period of time, a strong advance in general but 

140.. 2 “eg *., eo ee “14.3 ness is to be expected. On the other hand, penetration d 

a a ie ‘*. minus 3 on the down side usually precedes an important co» 





traction in our economy. 


Durable Goods 
We believe that subscribers will find our Business Tren 


—New Orders 











(Billions of dollars) . = Forecaster of increasing usefulness both from the investmen 
I—\ A 4 PN 3 and business standpoints. 
102 fees Hire Current Indications of the Forecaster 
of | Sa aes, (1925 Close-100) goa, The components of the Trend Forecaster in the earl 
Pe as "| % eee months of 1957 have continued to exhibit the mild but per 
925¢° _faw Industrial ‘=? * 946 sistent weakness evident in the last quarter of 1956. 
anak 100) , Business failures have continued to increase so that ow 





chart of failures, which is inverted, has dropped to the lowes 
level of the postwar decade. Housing starts have drifted dows 
Average Hours Worked 


40.7 
t /\. i to the lowest level since 1949. Average hours worked, while 
Hours per week) Vw ne ” they were unchanged in February, continue at relatively lov 


























NM Sans | levels. Commodity prices fell conspicuously in January on 
may” ‘v a «a = . ss February, and have not improved in March. Stock pricts 
4‘ / \ h A 7 after stability in January, fell in February and have movec 
es v | I sf = only erratically in March. Durable goods new order- 
1.37. Housing Starts * Business Te, A among the most significant of the eight series under todoy’ 
i Le — Liabilities (sitions of Deters ‘73.5 special conditions — have been in a decline ever since No 
| ila, ite SON | vember. Only new incorporations and nonresidential consi 
ei tion awards have evidenced any strength and their recoverié 

Construction “0.91 may prove abortive. 







Nonresidential 313 | | | — 


Contracts (a) 


i ines i ures, 
mepeet, Reflecting the preponderance of declines in recent fig 
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the Relative Strength Measurement fell in January, 
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228 | has apparently fallen a little further in February and March. 
widd | L Ro HH tt j ! It is currently in a negative range, but not yet at the -3 lev 
1955 1956 1957 associated with general recession. The Trend Forest 
self has been forecasting a cautionary situation for six montis 
*—Seasonally adjusted stock modi . ' . . 
(a)-8 a yh ~- Rn ae a its present trend calls for a further increase in caution. 
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CONCLUSIONS IN BRIEF 


INDUSTRY — Production activity is working its way 
slowly downward, led by declines in many consumer 
durables, and softening in demand for key materials 
such as steel and copper. Further decline now prob- 
able well into second quarter. Mainly responsible is 
tightening control over inventories. 

TRADE — The rate of retail sales is now ho better 
than stable. Significant weakness has recently ap- 
peared in department store sales (even after taking 
account of late date of Easter). Hard goods sales are 
mildly disappointing. Further slow deterioration of 
retail volume is looked for in next several months. 
MONEY AND CREDIT— More and more talk of 
loosening credit renewed bank interest in making 
loans. Interest rates are relatively firm, but no fur- 
ther rise is looked for. Money availability should 
ease notably after April 15, and by early summer 
may be more abundant than at any time recently. 
COMMODITIES — at best, the commodity price trend 
is stable; the downtrend of January-February has 
been arrested, but not reversed. Farm commodity 
prices are often strong in the second quarter, but 
even granting this seasonal strength, aggregate com- 
modity price indexes for raw materials are likely to 
drift down a bit further. 
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In March, the general business news still pointed 
slowly but persistently downhill. Continuing weakness 
was reported in such key industries as copper and steel, 
consumption of which serves as a pretty accurate guide 
to activity and production schedules throughout durables 
industries. 

Thus far, the troubles of 1957 are being laid at the door 
of inventory policy, and it is true that a sharply re- 
strained attitude toward inventory is accountable for 
much of the present slippage in production rates. In 
television, for example, January sales were only frac- 
tionally below volume in the comparable month of 1956. 
But production of sets was off substantially, reflecting ef- 
forts of retailers to bring their stocks into better balance. 
In steel, automobile manufacturers’ lack of buying in- 
terest reflects their ability to live off the substantial stocks 
built up prior to the 1956 steel strike, only partly liqui- 
dated during the strike, and then rapidly rebuilt between 
September and January. 

But obviously more than inventory may yet be involved 
in the 1957 business trend. Recent figures of the Depart- 
ment of Commerce point to the fact that the tremendous 
capital goods boom that was responsible for the bumper 
dimensions of late 1955 and 1956 is at least on a plateau, 
and is, perhaps, about to crest out and decline. Implied 
in the Commerce projected figures is a level of capital 
spending at the end of this year about 5% below 
that of mid-1957. 

Residential building is another persistent weakness of 
1957 which may continue for some time. Admittedly, a 
concentrated attack on the problems of the housing indus- 
try could well alleviate (Please turn to following page) 
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THE MONTHLY TREND | unit | Month Month Month» Ago ~—s«| PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION* (FRB) — | 1947-’9-100 Feb. 146 146 143 the problems at least temporarily. Money 
Durable Goods Mfr 1947-'9-100 | Feb. 164 164 158 for building investment should be much 
Nondurable Goods Mfr 1947-’9-100 Feb. 130 130 130 freer by mid-year, and changes in inter. 
Mini 1947-’9-100 Feb. 132 130 129 est rates and down payment provisions 
RETAIL SALES* $ Billions Feb. 16.5 16.4 15.3 na oe ee pone would 
Durable Goods $ Giles Feb. 5.8 5.7 5.4 alten But how long Angels peer 
oe ee Rg ieee = hod ~~ = support a high starts rate in view of the 
generally sluggish character of 1957 busi- 
MANUFACTURERS’ ness is another question. And in any 
New Orders—Total* $ Billions jen 238 288 ~—.28,1_—«| «event it would take at least four months 
=P Oe ARP $ Billions ra ain se ee to turn the housing trend around. 
seciinadilin Gnade $ Billions ro ‘4B or ms The moral of these comments should 
Shipments® $ Billions aide 99) pope we be clear. While inventory policy is now 
iat $ Billions pea ‘in sd saa responsible for the business downtrend, 
ciliate entie $ Billions lee sam sae ona the case for caution in 1957 is based on 
oun much wider grounds than inventory alone, 
BUSINESS INVENTORIES, END MO.* | $ Billions Jan 88.7 88.5 82.8 + x * 
Manufacturers’ $ Billions Jan. 51.5 51.4 46.3 
Wholesalers’ $ Billions Jan 13.2 13.3 12.4 CAPITAL GOODS: BOOM CHANGING 
Retailers’ $ Billions Jan 24.0 23.9 24.1 INTO DOWNTURN? In 1956, corporo- 
Dept. Store Stocks 1947-'9-100 | Jan 141 142 137 tions and unincorporated businesses spent 
$35.1 billion on new plant and equip- 
CONSTRUCTION, TOTAL_____ | $ Billions Feb. 2.9 3.1 2.8 ment. In 1957, emia to the peal 
Private $ Billions Feb. 2.1 2.2 2.1 ment of Commerce, they will spend $37.4 
Residential $ Gilions Feb. 0.9 1.0 1.0 billion, or about 62% more. This sounds 
Al Other $ Billions Feb. 1.2 1.2 11 bright indeed. It takes a look underneath 
Housing Storts*—a Th d Feb. 910 = =1,010 = 1,127 the figures, however, to get the feel of 
Contract Awards, Residentiol—b____._| $ Millions Jan. 612 451 598 the trend in capital goods markets. 
All Othor—b $ Millions Jan. 1,167 1,125 1,260 Throughout 1956, the rate of spending 
eepcovesnet on plant and equipment was in a spec- 
Total Cieilien sllttens ies 629 444 429 tacular rise. While the total for the year 
Non-Farm Millions an 513 53.0 50.3 came to slightly over $35 billion, the rate 
Rar ullllens nai 73 7 70 of spending at year end was about $36.5 
Trede Millions on n2 121 10.9 billion, or only 3% below the average 
fadien Millions fk 13.1 133 13.3 rate expected in 1957. Moreover, the 
nies tiidind lilies Pt 02 410 07 uptrend of 1956 is evidently continuing 
Hourly Earnings ____| Dollars Jan. 205 205 1.93 | into 1957's first half, and by mid-yeor 
Weekly Earnings_____| Dollars Jan 82.41 84.05 78.55 the rate of spending . expected . 
reach $38 billion, or higher than the 
PERSONAL INCOME* $ Billions Jan 335.2 334.0 3167 | average rate for all of 1957. Implied 
Woges & Salaries. $ Billions Jan. 233 «233—Cti<(‘«UTD in these figures is a slow but percep- 
Proprietors’ | $ Billions non 51 51 “9 tible decline throughout the last half 
Interest & Dividend $ Billions Sin 31 29 29 of 1957, perhaps continuing into 1958. 
Transfer Payments $ Billions ein 20 19 18 This applies to both manufacturing and 
Farm Income. $ Billions pm 15 15 15 nonmanufacturing. In fact, the only areas 
where an uptrend is likely to continue in 
CONSUMER PRICES. 1947-'9-100 | Jan 118.2 1180 1146 the last half of 1957 are public utilities 
Food 1947-'9-100 | Jan 112.8 112.9 109.2 and railroads (in both of these instances, 
Clothi 1947-’9-100 | Jan 106.4 107.0 104.1 the equipment on order either takes a 
Housing 1947-’9-100 | Jan 123.8 1235 12046 long time to ‘produce or has been de- 
layed by shortages of heavy steel plate.) 
MONEY & CREDIT Capital goods demand is now an 
All Demand Deposits* $ Billions Jan. ° 106.3 1066 106.0 emerging weakness of business. For 
Bank Debits*—g $ Billions Jan 82.8 76.6 74.7 a full description of this critical tum 
Business Loans Outstanding—c_____ | § Billions Jan. 30.6 31.3 26.4 in @ major sector of business, see the 
instalment Credit Extended® $ Billions Jan. 3.6 3.4 3.4 | special story on capital goods in 
instalment Credit Repaid* $ Billions Jon. 3.4 3.2 3.1 next issue. 
FEDERAL GOVERNMENT * * * 
Budget Receipts $ Billions Jan 48 5.4 47 
Budget Expenditures $ Billions Jan 6.1 5.7 5.3 AT THE RETA!L COUNTER—department 
Defense Expenditures $ Billions Jan. 3.7 3.5 3.0 store sales in March drifted slowly dow" 
Surplus (Def) cum from 7/1 $ Billions Jan 7.0) (57) (8.5) | ward, after seasonal adjustment ond 
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and Trends 
wilt 
00K QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
Aoney 95g tg | even after a special adjustment for the 
much SERIES Iv mM ut Iv unusually late date of Easter this year. 
inter. Qvorter Quarter _—_—Quorter Quarter The decline does not appear to be con- 
/isions gross NATIONAL PRODUCT 423.8 413.8 408.3 401.9 centrated in any particular group of de- 
would Pertonal C ul . 270.9 266.8 263.7 259.5 partments (hard goods, which had been 
using ena ave. = er we: be a weakness of department store sales for 
would Goverament Purcheses “5 82.0 80.2 78.7 78.1 years, are now doing much better, thanks 
of the Federal 48.3 47.2 46.1 47.2 to decisions to meet the competition of 
busi. State & Local 33.7 33.0 32.6 30.9 discount houses.) Reports of price con- 
any PERSONAL INCOME _ : 333.2 327.0 322.9 314.6 sciousness abound in retailer trade jour- 
onths Tox & Nontax Payments i 39.9 38.8 38.1 36.3 nals covering both soft goods and hard 
Disposable aes - ae —- =. re goods lines. A recently published sample 
| . . 
nould ae on itures—_______ os 2 oy ° = study of consumer attitudes finds them in 
now _ a good but, not buoyant disposition — 
- - ateanaea PRE-TAX PROFITS*___ a a3 mg a“ able and willing to spend, but in no 
orporate |axes. -4\e . . . ; ™ 
, on Seeesete Oot Oval 22 Bie) 204 42 2308 hurry. Plans to buy automobiles, ap 
one. Dividend Payments 119 123 122 12.1 pliances and homes were reported with 
Retained Earnings 10.9(e) 8.1 9.1 10.9 about the same frequency as in 1956. 
ANT & EQUIPMENT OUTLAYS___| 37.3 35.9 34.5 31.5 Conclusion: the consumer is not about 
ING to cause a recession by balking, but 
mee THE WEEKLY TREND he is not providing the substantial 
pent | Week ine eek fais stimulus that he did in earlier years. 
jvip- Unit | Ending Week Week Ago * * ad 
part- : nia | OE i 
37.4 MWS Business Activity Index*___ | 1935-’9-100 Mar. 9 290.3 289.7 287.6 HOMEBUILDERS GRIEVE as _ housing 
on MWS Index—per capita*___ | 1935-’9-100 | Mar. 9 | 222.6 222.1 223.8 starts fall to their lowest level in about 
ai Steel Production ________| % of Capacity | Mar. 16 | 92.7 94.2 100.6 eight years. The picture is not quite as 
rl of vm <9 ooo i Mar. : be 159 i55 bad as the starts figures alone would in- 
eperboord Production______ | Thousand Tons Mar. 266 285 dicate: there has been a slight upturn in 
c Lumber Production ____ | Thous. Board Ft. Mar. 9 239 236 236 ontract d tl d VA 
ding Electric Power Output*__ | 1947-’49-100 Mar.9 =| 227.7 225.5 213.2 7 d FHA pre aete a tese ge littl 
pec- Freight Corloadings ____ ____. | Thousand Cars Mar. 9 | 672 704 698 Me hil eo oe et a wo 
year Engineering Constr. Awards $ Millions | Mar.14 | 432 320 649 wares . e, oy ave Cone 
rate Department Store Sales___| 19.47-’9-100 Mar.9 | 98 100 104 continue in good volume, thanks mainly 
36.5 Demand Deposits—c________| $ Billions | Mar. 6 | 55.8 56.4 56.4 té large public awards for federal, state 
ope Business Failures __ | Number | Mar.7 | 327 284 268 and local projects. 
the *~§ lly adjusted. (o)—Private starts, at annual rates. (b)—F. W. Dodge, for 37 states. (c)—Weekly reporting member banks. (d)—Excess of disposable 
ing income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. Other 
eor Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. (na)—Not available. (r)—Revised. (I)—First Quarter. 
| to 
the THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
lied 
: 1957 1957 
of No. of 1956-'57 Range 1957 1957 (Nov. 14, 1936 Cl.—100) High Low Mar.8 Mar. 15 
a Issues (1925 Cl.—100) High Low Mar.8 Mar. 15 100 High Priced Stocks 2446 209.2 218.1 219.1 
58. 300 Combined Average 352.4 315.9 326.7 328.0 100 Low Priced Stocks 415.8 378.9 392.1 394.4 
md 4 Agricultural Implements 327.1 242.1 276.9 276.9 4 Gold Mining 882.7 637.9 653.6 660.2 
eas 3 Air Cond. (‘53 Cl.—100) 119.4 98.8 112.5 114.8 4 Investment Trusts 173.1 150.8 171.5 169.9 
> in 9 Aircraft ("27 Cl.—100) .......... 1423.5 1064.6 1210.0 1210.0 3 Liquor (‘27 Cl.—100) 1076.2 954.4 1024.9 1014.9 
ties 7 Airlines (27 Cl—100) ....... 1117.4 = 832.1 832.1 842.1 9 Machinery . 523.4 370.4 487.4 487.4 
m 4 Aluminum (‘53 Cl—100) ... 566.7. 337.1 401.2 397.0 ee 217.3 1626 1644 1626 
am 6 Amusements 20... 172.3 144.1 157.7 157.7 4 Meat Packing 170.7 127.7 132.8 131.4 
9 Automobile Accessories ....... 373.7 334.5 355.9 359.5 5 Metal Fabr. (‘53 Cl.—100) 213.2 175.4 185.0 183.1 
de- 6 Automobiles .............. : 52.2 47.1 49.5 51.4 10 Metals, Miscellaneous 464.9 383.1 396.6 404.7 
te.) 4 Baking (‘26 Cl.—100) 28.7 25.5 27.6 27.9 4 Paper . si .. 1312.3 976.9 987.3 976.9 
on 3 Business Machines 1171.3 831.5 1007.6 1007. 22 Petroleum 872.3 675.8 774.4 782.6 
$ Chemicals . 652.3 5565 5745 580.4 21 Public Utilities 264.0 246.4 253.8 
cor ‘ 5 253.8 
Coal Mining ; 25.1 19.2 23.5 23.2 7 Railroad Equipment 95.1 82.7 83.5 83.5 
yrn : Communications 114.3 93.4 99.3 99.3 20 Railroads 82.0 65.7 65.7 65.7 
he Construction 140.0 112.3 120.6 121.8 3 Soft Drinks 544.8, 423.1 471.2 471.2 
he 7 Containers ie 853.7 731.7 754.6 754.6 12 Steel & Iron 393.0 283.8 334.1 330.1 
7 Copper Mining . 361.3 258.9 271.1 274.1 4 Sugar 107.4 60.1 100.7. 100.7 
2 Dairy Products ; 122.3 103.8 108.1 109.1 2 Sulphur 950.2 758.4 865.8 891.0 
6 Department Stores 93.7 80.1 81.7 82.6 11 Television (‘27 Cl.—100) 44.5 31.6 131.7 130.3 
5 Drugs-Eth. ('53 Cl.—100) 198.3 165.0 186.2 195.3 5 Textiles 184.4 124.7 31.6 31.6 
. 6 Elec. Eqp. (‘53 Cl.—100) 228.6 178.9 217.2 217.2 3 Tires & Rubber 201.0 164.0 ‘1678 169.6 
? 2 Finance Companies 613.7 525.5 557.6 557.6 5 Tobacco .... 96.7 85.3 89.6 91.3 
in — Brands 306.1 264.0 266.7 269.4 2 Variety Stores 298.8 258.2 260.8 263.4 
nd Food Stores ipod 176.9 153.8 158.8 158.8 15 Unclassif’d (‘49 Cl.—100) 164.2 144.8 158.3 158.3 
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Trend of Commodities 





SPOT MARKETS — Spot prices of leading commodities have 
reached at least a temporary support level, according to indica- 
tions of the Bureau of Labor Statistics’ daily index of 22 im- 
portant commodities. After reaching a late February low of 
88.0, the index strengthened a bit, to close at 89.0 on March 14. 
The advance from the end of February amounted to 1.0%, 
but the major components of the index followed mixed trends. 
Foods and raw industrial materials were higher but metals and 
textiles declined. On balance, the slow recovery of spot prices 
in the first half of March gives no assurance of significant long- 
term improvement in the trend of sensitive commodities. As 
long as oytput continue at its recent advanced pace, the conse- 
quent high level of supplies will continue to press on prices. 


tht _— 
FUTURES MARKETS — Prices of futures remained in the doh 
drums in the first two weeks of March. The number of com. 
modities continuing to decline exceeded the few that managed 
to advance, but changes in any case were moderate. 

Wheat futures were moderately lower in the fortnight ang 
the May option lost 14 cents, to close at 228%. Only 25] mil. 
lion bushels of 1956 wheat were placed in the loan progray 
through the January 31 deadline, versus 318 million the pry. 
vious season. With redemptions through February 15, amouy. 
ing to 69.5 million bushels, 181.5 million bushels remaine; 
under supports. This means that “free” wheat supplies appear 
quite adequate at present, although a high rate of expor 
could still make for tightness later in the season. 















































































































































































































































WHOLESALE COMMODITY PRICES 
. 1 
130 ALL COMMODITIES 30 
1947-49 — 100 we 
=e | a 120 LBA BAR PRODUCTS 
110 aa 110 Hi 
1947-49 — 100 
100 L¥ a |i 100 
pn 116 90 
90 J dns ye ‘ 
80 14 80 ARM PRODLICTS 
| uae 
| L 
60 : > 60 iFMAMIIJA OND JFMAMJJASOND 
1950 1951 1952 1953 1954 1955 1956 1957 
1956 1957 
22 BASIC COMMODITI 
BLS PRICE INDEXES ne ae 05 eee — 
1947-49—100 Date Date Ago Ago 1941 (1947-1949—100) 
All Commodities Mor.12 116.9 1168 112.8 60.2 93 93 
Farm Products Mar. 12 88.9 88.3 86.6 51.0 
Non-Farm Products Mor.12 125.3 125.4 121.0 67.0 91 91 
22 Basic Commodities Mar. 14 89.0 88.1 89.9 53.0 
9 Foods Mor.14 80.9 79.8 77.4 46.5 89 89 
13 Raw Ind’‘l. Materials Mer. 14 94.8 94.2 99.6 58.3 
5 Metals Mar.14 110.6 110.8 128.9 54.6 87 87 
4 Textiles Mar. 14 83.3 83.6 80.4 563 
= MWS RAW MATERIALS SPOT PRICE INDEX . 
I 
MWS SPOT PRICE INDEX 175 175 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 170 170 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
165 165 
1957. 1956 1953 1951 1945 1941 
High of Year 166.3 169.8 1622 2154 989 85.7 160 160 
Low of Year 162.1 163.1 147.9 1764 967 743 
Close of Year 165.5 152.1 1808 985 83.5 DOW JONES FUTURES INDEX 
165 165 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 160 160 
AVERAGE 1924-1926—100 
155 155 
1957 1956 1953 1951 1945 1941 
High of Year 163.4 166.7 166.5 2145 1064 846 150 150 
Low of Year 155.5 149.8 1538 1748 93.9 55.5 
Close of Year 162.7 1668 189.4 1059 84.1 SEPT. OCT. NOV. DEC. JAN. FEB MAR 
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A limited number of copies of 
the Annual Report are available 
upon request to the Secretary, 
The Texas Company, 135 East 
42nd Street, New York 17,N.Y. 
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FINANCIAL 

Net income 
*Net income per share 
Cash dividends paid 
*Cash dividends paid per share 
Working capital (end of year) 
Capital expenditures 
Exploration expenses, includ- 

ing dry holes 


**OPERATING * Barrels per day 
Gross crude oil produced: 
Western Hemisphere 
Eastern Hemisphere 
Total world-wide 
Refinery crude oil runs: 
Western Hemisphere 


Total world-wide m 


Petroleum product sales: 
Western Hemisphere 
Eastern Hemisphere 


Total world-wide 





Eastern Hemisphere ne 


HTS 
1956 

$302,262,620 

$5.51 
$128,978,474 

$2.35 
$598,547,070 
$502,613,766 


$ 92,292,820 


fs 577,050 
393,295 
970,345 


" 726,929 
248,945 
975,874 


702,490 
281,110 
983,600 









1955 


$262,729,738 
$4.79 
$116,624,624 
$2.13 
$538,658,293 
$283,090,555 


$ 78,247,215 


528,396 
357,246 
885,642 


641,506 
230,594 
872,100 


625,650 
237,046 
862,696 


*Adjusted for the two-for-one stock split in May, 1956. 


**These statistics include 


100% 


of the operations of 


subsidiary companies and the Company’s equity inter- 
est in the operations of companies owned 50% or less. 


CONSOLIDATED BALANCE SHEET—DECEMBER 31 





LIABILITIES AND STOCKHOLDERS’ EQUITY 








ASSETS 
CURRENT ASSETS: 1956 1955 CURRENT LIABILITIES: 
Cash and securities $ 266,783,841 $ 265,312,018 Notes, contracts, and ac- 
Accounts and notes re- counts payable and ac- 
ceivable 269,212,883 193,672,844 crued liabilities 
Inventories 312,536,934 270,988,161 —— income Re 
roc - 7 < y l- 
Total current assets.. $ 848,533,658 $ 729,973,023 gations $70,000,000 : 
INVESTMENTS AND Total current liabil- 
ADVANCES ssaauaiabe 2.2 5 255 ities 
$ 182,216,486 $ 134,443,255 LONG-TERM DEBT 
PROPERTIES, PLANT, AND RESERVES 
EQUIPMENT: MINORITY INTEREST 
: STOCKHOLDERS’ EQUITY: 
Gross gre $2,857,950,714 $2,440,239,547 Par value of A stock 
Less—Depreciation, deple- issued—shares $25 each 
tion, and amortization 1,422,483 869 1,224,270,087 Capital surplus 





Net properties, plant, 
and equipment 


$1,435,466,845 


Retained earnings used in 


$1,215,969,460 the business 





DEFERRED CHARGES ........... $ 


37,912,810 $ 


Total stockholders’ 


34,190,059 equity 





$2,504,129,799 


$2,114,575,797 








GROSS INCOME: 
Sales and services 





Dividends, interest, and other income 


NET INCOME FOR THE YEAR 


CONSOLIDATED INCOME STATEMENT 





1956 
$2,046,305,092 
131,045,562 


1956 


$ 214,701,923 


35,284,665 


1955 


$ 170,546,401 


20,768,329 





$ 249,986,588 





$ 363,855,182 
$ 9,589,629 
$ 30,725,994 


$1,381,262,400 


468,710,006 





$ 191,314,730 
$ 208,968,985 
$ 255 
$ 28,328,570 
$ 690,631,200 
2,411,250 
983,645,810 





$1,849 ,972,406 


$1,676,688 ,260 





$2,504,129,799 


$2,114,575,797 








1955 
$1,767,266,455 
123,233,079 





$2,177 ,350,654 


$1,890,499,534 





OPERATING AND OTHER CHARGES: 


$1,285,091,487 
55,629,285 
36,058,904 
171,706,580 
6,654,708 
68,300,000 
4,328,832 





Costs, operating, selling, and general expenses $1,485,605,286 
Taxes (other than income) 63,977,198 
Dry hole costs 43,145,321 
Depreciation, depletion, amortization, and leases surrendered 189,899,810 
Interest charges 8,512,730 
Provision for income taxes 78,600,000 
Minority interest in net income of Canadian subsidiaries 5,347,689 

$1,875,088,034 


$1,627,769,796 





$ 302,262,620 


$ 262,729,738 




























The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Diamond Match Company 


“Please submit comparative earnings 
data on Diamond Match Co. for the 
past two years. Also dividend payments 
and any new construction projects of 
the company.” 

F.. A., Detroit, Michigan 


Sales of Diamond Match Com- 
pany in 1956 reached a record 
level of $133,716,000, up $4,877,- 
000 from the previous year. 

Net earnings for the year to- 
taled $8,934,000, compared with 
$9,108,000 in 1955. After deduc- 
tion of preferred dividends, earn- 
ings per common share amounted 
to $3.04, as against $3.02 per 
share in the previous year. 

Net income for 1956 includes 
the capital gain on sale of the 
company’s common stock invest- 
ment in Eddy Match Co. Ltd. of 
Canada amounting to approxi- 
mately 20 cents per common 
share. Net income for 1956 does 
not include earnings of the Hart- 
mann Fibre Co. Ltd., a non-con- 
solidated British subsidiary ac- 
quired in June, 1956. 

Earnings from operations were 
down about 8%, due principally 
to weakness in prices of resale 
book matches throughout most of 
the year and the low level of 
lumber prices which prevailed 
during the third and fourth 
quarters. 

Important progress was made, 
however, in the many divisions 
of operations in 1956. Diamond’s 


40 


program of modernizing its retail 
lumber and building supply stores 
was stepped-up with an eye to the 
$15 billion a year home improve- 
ment market. This includes con- 
solidation of existing stores and 
yards as well as relocation with 
a view to strengthening market- 
ing areas. At the year-end Dia- 
mond had 63 yards and stores in 
operation in California, 29 in 
New England and 3 in the North- 
west, 

Demand increased in 1956 for 
molded pulp products, such as 
containers for packaging food, 
picnic plates and egg cartons. As 
a result, Diamond’s molded pulp 
and packaging operations now 
constitute the largest segment of 
its diversified operations. The 
company expects to continue to 
share in the growing acceptance 
of molded pulp as a packaging 
medium in the food field and its 
application to packaging problems 
of other perishable or frangible 
articles. 

Construction of Diamond’s new 
$20 million. integrated forest 
products plant at Red Bluff, Cali- 
fornia, which will provide for 
“whole log” utilization, is pro- 
ceeding on schedule. It will in- 
clude a saw mill, planing mill and 
kilns and a molded pulp plant. 
The latter is expected to begin 
limited production of egg cartons 
by mid-1957, andythe entire plant 


‘is slated to come*into operation 


in early 1958. 
To integrate its diversified op. 
erations, Diamond established 
centralized research and develop. 
ment center in Stamford, Cop. 
necticut during 1956. These fagjl. 
ities will enable the company to 
intensify its efforts not only to 
improve quality and to increase 
efficiency of its present produc. 
tion but also to explore new and 
improved methods of manufac. 
ture and new and better produets, 
Dividends in 1956 totaled $1.80 
per share and 45 cents was paid 
in the first quarter of this year. 
Directors of the Diamond Match 
Co. and the Gardner Board and 
Carton Co. of Middleton, Ohio 
have reached an agreement in 
principle to merge the two com- 
panies through an exchange of 
stock, subject to approval of 
stockholders of both companies at 
special meetings to be held later 
in 1957. The merger with Gardner 
represents further important di- 
versification of the Diamond 
Match Co. As a producer in the 
field of paperboard, folding boxes, 
and containers, Gardner is ex- 
pected to contribute materially to 
the expansion of Diamond in the 
packaging field where it has al- 
ready made good progress. 


Texas Gulf Sulphur 


“I have been told that Texas Gulf 
Sulphur’s earnings declined last year. 
Will you please give me the reasons for 
this decline and also outlook for the cur- 
rent year? Have they any new sulphur 
deposits? Also please state important 
balance sheet figures.” 

D. A., Montgomery, Ala. 


Texas Gulf Sulphur Co.’s re 
ported gross revenues from sales 
of $84,573,412 for the year ended 
December 31st, 1956, compared 
with $93,589,045 in 1955. 

Net income after deducting 
charges for depreciation and 
amortization, exploration costs 
and estimated federal income 
taxes amounted to $28,135,880, 
or $2.81 per share on the 10,020, 
000 shares outstanding. This com- 


(Please turn to page 55) 
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OUT NOW —The General Electric Annual Report discusses 


A YEAR OF RECORD PROGRESS 





General Electric’s record of more than 
$4 billion in sales during 1956 meant 
progress for many people. 

Progress for customers came in new 
and improved products to help Amer- 
icans live and work better — electri- 
cally. A record 362,122 owners bene- 
fitted from increased sales. earnings, 
and dividends. Employees gained rec- 
ord compensation and benefits, and 
broader opportunities for self-devel- 
opment. Many thousands of other busi- 
nesses found mutually rewarding 
relationships with General Electric: 
suppliers alone were paid almost half 
of every sales dollar. And there was 
progress for every citizen in General 


Share owner participation: Open house at a new General Electric plant 


Electric’s contributions to defense, aid 


to education and pioneering new fields 


such as the gas turbine. 


There were major advances in re- 
search and development, including 
progress in “heatproof” electronics, 
“super-strong” metals, atomic-electric 
power, and jet engines (now in the 
world’s fastest planes, soon to power 
commercial airliners). Progress was 
made in developing leaders with over 
3,500 General Electric people studying 
professional management. 

You'll find more complete details of 
these, and many other areas of prog- 
ress, in the 1956 Annual Report, now 


available. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





HIGHLIGHTS OF THE 
ANNUAL REPORT 


@ The opportunities ahead (Presi- 
Gent's Repest) oc ccccvsccese 





e@ New and improved products that 
helped General Electric appliance 
sales reach an all-time high. . Pp. 2-3 
e News in automation — industrial 
OS iva s See 6eSéS Oaw Pp. 4-5 


@ Progress on earth satellite, mis- 
siles, atomic electric power. . Pp. 8-9 
e@ Developing leaders for the future 
in a growing nation ..... Pp. 10-11 
e Progress for suppliers, dealers, 
other businesses ........ Pp. 14-15 


e@ New business in gas turbines P. 16 


@ More defense for the taxpayers’ 
GN Sead ewes ee bOS R08 P.17 


@ 1956 financial review. . . 


if you would 
like a free copy 


of the Annual Re- 
port, write Dept. 
2-11°K Schenec- 
tady, N. Y. If you 
own General Elec- 
tric shares held in 
the name of a brok- 
er, or in the nominee name of a bank 





or trust company, write to Dept. 
2-119V and we will mail you regularly 
our share owner publications. 






















Corporate managements, continuing to look ahead, 
are putting increasing emphasis on research in many 
instances while others are carrying out programs in- 
volving substantial capital expenditures for plant 
expansion or modernization or extending activities 
in established and related fields. 


International Telephone & Telegraph Corp., 
through its Federal Telecommunications Laborato- 
ries division, has developed after six years of re- 
search, Tacan Automatic Reporting and Data Link 
—an electronic system which gives ground control- 
lers automatic reports on identity, position, altitude, 
course and speed from as many as 120 airplanes si- 
multaneously. Ground stations also are equipped to 
send modifying signals to the aircraft. Further, the 
system makes it possible for the pilot to send and 
receive additional printed messages within seconds 
and eliminates the need for time-consuming radio- 
telephone contact on busy “party-line” frequencies. 
This is another contribution to the safety of aviation. 

In collaboration with government and private 
agencies, IT&T has developed a number of new de- 
velopments in recent years for civil and military use. 
One of these, a simulator device called Navasereen, is 
being employed by the U.S. Air Force in the study 
of air traffic control problems. This system is also 
being used by the CAA’s technical development and 
evaluation center at Indianapolis, Indiana, where it 
enables air traffic controllers to simulate all types 
of congested landing problems and methods of radar 
control without risk to either pilots or planes. 


Lehigh Portland Cement Co., anticipates expendi- 
tures of approximately $30 million on new and im- 
proved facilities in the current year. Such a sum 
would approximate the amount of 1956 expenditures 
along these lines. Although it was stated the com- 
pany hopes to cover financing needs by internally- 
generated funds and previously arranged bank credit 
Lehigh Portland, apparently from a longer range 
viewpoint, will ask stockholders at the April 17 
annual meeting to approve an increase in authorized 
indebtedness to an aggregate of $50 million out- 
standing at any one time. 


Central Hudson Gas & Electric’s 1957 construction 
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Keeping Abreast of 


Corporate Developments 


budget calls for expenditure of more than $153 
million, or about double the amount spent in 1956, 
for new facilities. Plans for 1957 are part of a 3-year 
program under which the company expects to spend 
a total of $50 million to meet increasing demands for 
electricity and natural gas. The largest single proj- 
ect in the program is a third generating unit at Dan- 
kammer Point which when in operation will boost 
that station’s total net capacity to 278,000 kw. 


Hooker Electrochemical Co., has mapped plans 
calling for expenditures of close to $15 million a year 
for the next five years for plant and equipment. Most 
of the 5-year expenditures are expected to be f- 
nanced by retained earnings and depreciation accrv- 
als. Right now, the largest single project under 
construction is the North Vancouver, B. C., plant for 
Hooker Chemicals, Ltd., a subsidiary. This plant, 
costing approximately $12 million, is scheduled for 
completion next June. 


Granite City Steel Co., anticipates 1957 expendi- 
tures of close to $18.5 million in bringing to comple 
tion major portions of its current $36.5 million ex- 
pansion program by next December. Included in this 
year’s major projects are a sintering plant for the 
processing of low grade ores, redesigning of open 
hearth furnaces, new soaking pits, additions to the 
cold strip mill and annealing department, and addi- 
tion of a new oxygen plant. Upon completion of the 
expansion toward the end of 1958, annual ingot 
capacity will have been increased from the present 
1.2 million tons to 1,584,000 tons. It is understood 
the program is being financed from retained earm- 
ings, depreciation funds and deferments of amortl- 
zation payments on $28.5 million in loans from 4 
group of insurance companies. The sintering plant, 
will process low-grade Michigan ores. 


Fansteel Metallurgical Corp., plans a $665,000 ex- 
pansion of its North Chicago, IIl., facilities for the 
production of electrical contacts, tungsten alloys 
and navigation and control instruments. In addition 
to 21,500 square-feet of manufacturing space, the 
new building will provide an additional 24,500 
square feet of office and laboratory space. 

(Please turn to page 55) 
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Interpreting the theme 
—stability through planned 
ex pansion—our designer 
illustrates the AMF insignia atop 
a solid cube, together with our 
ten-year record of sales and rentals. 
rhe scale signifies the delicate 

balance management must maintain in 


the essentials of intelligent forward planning. 


Figures in chart are in thousands of dollars. 


AMF Posts Record Growth Year 


Record 95% increase in net income after taxes and preferred dividends 


confirms success of “stability through planned expansion” program. 


Sales & Rentals—$198,058,000 

an increase of $53,057,000 

—37% over 1955 

Net income (after taxes and preferred 
dividends) — $8,621,000 

an increase of $4,213,000 

—95°% over 1955 


loday, our income is no longer depend- 
ent upon the profits of any one segment 
of our operations. This is a great advan- 
tage in assuring continuity of earnings 
in this time of rapidly changing markets 
and technological product changes. In 
each year the sources of our profit have 


varied, but the over-all profit has stead- 
ily increased, 


We believe that 1957 will be a good year 
for the Company and we hope to estab- 
lish further new records for sales, ren- 
tals and earnings. We fully expect that 
the next 10 years will witness not only 
growth in our sales and rentals but con- 
tinued improvement in our profit mar- 
gins. No effort will be spared to achieve 
these goals. 


Morehead Patterson 
Chairman of the Board and President 


We will be pleased to send you a copy 
of the Annual Report. 


Mr. C. ]. Johnson, Secretary 
American Machine & Foundry Company | 
Executive Offices, AMF Bldg., Rm. 6385S | 
261 Madison Ave., New York 16, N. Y. | 











| Name | 
| Address 
| City Zone State | 
| AMF—Creators and Producers of | 
| Atomic, Electronic and Mechanical 

| Equipment for the Consumer, Industry | 
| and Defense. ! 
ERE LEL EE TE 








Varying Prospects for 
Business Machine Companies 





(Continued from page 27) 


tion in the industry, though, it is 
generally conceded that its great- 
est immediate growth potential 
lies in the office equipment field 
and especially in markets for its 
Univacs, one of the most impor- 
tant and well advanced of the data 
processing systems. 

With an aggressive expansion 
program underway and a firm 
footing in almost every estab- 
lished electronic field, as well as 
the farm equipment and various 
consumer fields, the company has 
attractive growth possibilities. 

Burroughs Corp. another long 
established business machine pro- 
ducer took the giant step into elec- 
tronics when it acquired Electro- 
Data in early 1956. In one swift 
move it established itself as the 
third largest producer of compu- 
ters, and gained a new area of 
rapid growth, Expansion has been 
proceeding at a very high rate in 
recent years, necessitating a com- 
paratively small dividend payout, 
but the asset growth and potential 
earnings in this expanding indus- 
try should more than compensate 
the patient stockholder. 

One of the most interesting as- 
pects of the introduction of data 
processing into office procedure 
has been the over-all effect it has 
had on managerial thinking to- 
wards other forms of electrical 
business machines. The business 
machine manufacturers have thus 
been enjoying a boom in all elec- 
trically operative equipment on 
top of the boom in electronic de- 
vices. But where companies have 
been laggard in entering the com- 
puter or other electronic fields, 
the expense of catching up has 
been a temporary drag on earn- 
ings. 

Underwood Corporation has en- 
joyed steadily increasing sales of 
its office machines and equipment 
in recent years, but the special 
charges involved in its electronic 
research program have held earn- 
ings well below their former high 
levels. It has developed a com- 
puter, however, the Elcom 125, 
which should be an increasing fac- 
tor in the company’s earnings 
picture, but heavy promotional 
and research expenditures will 
continue for awhile. 
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National Cash Register, by far 
the largest member in the cash 
register field is also working hard 
to establish its place in the elec- 
tronic field. Its cash register 
business is so strong and well 
established that the company has 
enjoyed increasing sales and earn- 
ings while it has expanded its 
accounting machine and other bus- 
iness equipment lines. It entered 
the computer field in 1953 with the 
acquisition of Computer Research, 
of Hawthorne, California. 

Royal McBee, the result of the 
merger, in 1954 of Royal Type- 
writer and the McBee Co. is the 
nation’s largest typewriter manu- 
facturer. Through its McBee divi- 
sion it is also an important pro- 
ducer of special office machinery. 

Reflecting the large increase in 
the demand for business machines 
generally, Royal has enjoyed prof- 
itable days in recent years. It has 
been laggard, however, in enter- 
ing the electronics field, but 
progress is being made in remedy- 
ing the deficiency. 

The company has developed an 
electronic computer, the LGP-30 
which has been in production for 
about six months. Initial reception 
has been good, leading to rising 
sales expectations. A new step was 
taken recently, when in January 
of 1957 the company furthered its 
position in electronic research and 
development by acquiring a 25% 
interest in Tally Register Corp. 

Though less important, the other 
major business machine compan- 
ies, including Addressograph-Mul- 
tigraph and Smith Corona are all 
in some way already involved in 
the electronics industry. END 





TV — Radio 





(Continued from page 29) 


important manufacturer of radio 
sets. Despite the instability of the 
television market, the company 
has maintained a better than aver- 
age sales and earnings base 
through the aggressive exploita- 
tion of the portable and automo- 
bile radio markets. 

Although radio and TV sets ac- 
count for over 60% of sales, im- 
portant earnings and sales are 
derived from civilian two-way ra- 
dio communications systems and 
production for the military, in- 
cluding guided missile compo- 
nents. 

The company has done an excel- 
lent job of divorcing itself from 








reliance on television sales, 
The Broadcasting Field 


Magnavox Co. has shown a ris. 
ing trend in each of the past three 
years despite the keen competition 
in the television, radio-phono. 
graph, and hi-fi set fields. It makes 
a quality line. Defense business jg 
substantial and growing. The de 
velopment of a new data process. 
ing system enhances the outlook. 
Earnings in the fiscal year ending 
June 30, 1957 may show an ip. 
crease over the $3.54 a share of 
the preceding year. In addition to 
the 3714 cent quarterly dividend, 
the company has paid stock diyj- 
dends and a 5% stock distribution 
is payable April 15. Management 
is experienced and progressive, 
Defense business aids sales. 


Sylvania Electric Products is a 
leading manufacturer of elec. 
tronic tubes, fluorescent lamps, in- 
candescent and flash bulbs, TV 
sets and other electronic products. 
The acquisition of Argus Camera 
has advanced the company in the 
photographic field. Defense orders 
are substantial. Net income may 
decline moderately this year but 
dividends are likely to continue at 
the $2.00 annual rate. All opera- 
tions of the company are in keenly 
competitive fields. 

The broadcasting field is a sepa- 
rate but major part of the TV- 
Radio industry. In 1947, television 
advertising revenues were virtu- 
ally nothing. By 1956 revenues 
had grown to $1 billion and the 
industry had already become the 
third most important advertising 
medium. By 1960, billings of over 
$2.5 million are expected as new 
stations open, and the advent of 
color and fuller schedules allows 
more intensive use of air time. 

One of the most important 
broadcasters is NBC, a subsidiary 
of RCA, and the leading exponent 
of the “magazine advertising” 
technique. Basically, it is felt that 
only by having many advertisers 
bear the cost of producing TV 
shows, can the industry continue 
to incur the tremendous expenses 
involved in keeping top talent be 
fore the public. 


Columbia Broadcasting is the 
largest of the Television networks 
and also owns many radio sta 
tions. Recognizing the long-term 
struggle in the TV set field, CBS 
recently withdrew from the pro- 

(Please turn to page 46) 
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1956... 
another record year 
for Armco 
around the world 


HIGHLIGHTS OF ARMCO STEEL CORPORATION’S 1956 ANNUAL REPORT 


CO Re Nias titel” hd oe 8 
Net Tons of Ingots Produced ......... 
Per Cent of Rated Ingot Capacity Operated . 

Net Tons of Manufactured Products Shipped .. . 
NS a Re eS at ae DE ee a) cay 

Per Cent Net Earnings of Net Sales ... . 

Per Share of Common Stock ....... 
Cash Dividends on Common Stock . . . . 

Per Share of Common Stock ....... 
Earnings Retained in the Business . . . . . . 
Capital Expenditures ............. 
Total Payroll . . 2... 2... 2. ies aie as > i 
Employees (end of year) ....... 

Average Payroll Per Employee 
ES a a Ome aera 
Per Share of Common Stock ..... . : 


Long Term Debt—less current portion (end of year) . . 


Working Capital . . . 2... . ae ie re 
Ratio of Current Assets to Current Liabilities 
Common Shares Outstanding (Full Shares) . . 
Book Value Per Share of Common Stock 
Common Shareholders (end of year) . . 

Total Assets 


"Dividend per share for 1955 after giving effect to 2 for 1 common stock split in second quarter 


TIncludes products manufactured from ingots of other suppliers. 
Note: All above figures exclude foreign subsidiaries except Canadian. 


PRODUCTION 


In 1956 Armco produced an all-time high of 
5,220,147 net tons of ingots—compared 
with the 1955 total of 5,099,905 tons. 


PRODUCTION CAPACITY 

Armco increased its steel capacity by 800,- 
000 net tons, or about 15% by the end 
of the year 1956. 


SALES 

Armco’s sales for 1956 totaled $761,800, 102. 
This was a 10% increase over the 1955 total 
of $692,683,234. 


EARNINGS 

Armco’s 1956 net earnings of $65,593,182 
(including $2,979,371 of extraordinary in- 
come) were the highest in the Company’s 
56-year history. 





1956 1955 
. $761,800,102 $692 ,683,234 
5,220,147 5,099,905 
et 94.1% 103.0% 
aa Sa Masa 3,936,105t 4,003,532t 
ae a $65,593,182 $64,350,609 
be tee os : 8.61% 9.29% 
én aw $6.03 $6.05 
ia faeces $27,709,798 $20,625,713 
a an a rae a $2.55 $1.95* 
aR ae $37,883,384 $43,724,896 If you would like a free 
hy: $66,092,494 $35,368,262 
- . sss « $196,616,362  $178,012,107 copy of our complete 1956 
32,358 31,504 Annual Report, just write 
$6,042 $5,759 
$73,377,846 $76,012,148 | usat the address below. 
$6.75 $7.15 | 
$51,330,000 $57,329,355 
. $191,325,287 $182,802,349 
2.64 2.72 
10,878,752 10,633,021 
$39.43 $36.36 
5 ce 53,770 50,275 
Sm tec ae $612,828,489 $563,097,135 
ee eee ne $18,939 $17,874 
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ARMCO STEEL CORPORATION NW 74 


MIDDLETOWN, OHIO 


Wi 


SHEFFIELD STEEL DIVISION - ARMCO DRAINAGE & METAL PRODUCTS, INC. + THE ARMCO INTERNATIONAL CORPORATION 


















TV — Radio 





(Continued from page 44) 


duction of radio and TV sets, and 
is now concentrating its efforts on 
its broadcasting facilities and the 
production and sale of phono- 
graph records. 

With the discontinuance of set 
production, an important drag on 
earnings has been removed. Its 
other divisions though small com- 
pared to its broadcasting facilities 
are important and profitable. 

As a broadcasting organization, 
CBS has earned great prestige for 
its intensive news coverage, and 
independent production ideas. It 
retains the one, or at best, two 
sponsor-per-program approach, in 
opposition to NBC’s magazine 
technique. The future of the entire 
industry probably rests on which 
of these two basic methods proves 
the best. 


American Broadcasting-Para- 
mount is a unique marriage of the 


American Broadcasting Company 
and Paramount Pictures. It was 
assumed by Paramount a few 
years ago that the entertainment 
field was wide enough to be ex- 
ploited by both the motion picture 
and the TV industries. 

Since the merger, operations 
have been very successful, al- 
though ABC must still be consid- 
ered a minor network compared 
with NBC and CBS. 

As further diversification, the 
company has taken an active re- 
search and production role in 
military electronics and recently, 
in the Atomic Energy field. 

Since acquiring the highly suc- 
cessful “Disney-land” program, 
ABC has increased steadily in im- 
portance. Further tie-ins with 
Walt Disney operations have been 
developed with similar success ex- 
pected. 

There is little doubt that the 
TV-Radio industry will continue 
to be a growing and important 
one. But it can most truly be said 
of it that “to the victor will go the 
spoils.” END 








Not a New Issue 


Blyth & Co., Inc. 
Lehman Brothers 


White, Weld & Co. 








This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


150,000 Shares 


United States Borax & Chemical 
Corporation 


Common Stock 


$1.00 Par Value 
Price $45 per share 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified 
to act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Goldman, Sachs & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


March 20, 1957 


Kidder, Peabody & Co. 


Wertheim & Co. 
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What Each State 
Is Paying in Taxes 








(Continued from page 15) 


largely self-sustaining — through 
tuition fees and endowments, gj. 
though some receive annual Fed. 
eral payments when fees and ep. 
dowment returns do not bring 
budgets into balance. Devoted 
primarily to agricultural and me. 
chanical arts, these institutions 
have contributed materially to 
scientific agricultural progress, — 
_Supporters of proposed Federal 
aid to education correctly point up 
the overall national advantages ~ 
cultural and material — to be 
gained from a well-educated citi- 
zenry. On this peg they hang the 
demand that Uncle Sam step in 
and doa portion of the job through 
cash participation in state and 
municipal schoo] systems. 

During the 1956 Presidential 
contest, Adlai Stevenson, in one 
of his campaign addresses, de- 
clared: 

“Through the country the 
school situation is a national eri- 
sis, Our class rooms are over- 
crowded, our teachers underpaid.” 
Money is the reason, he said, not- 
ing that the general property tax 
of the states and municipalities 
“just can’t carry the load any 
more.” 

Omitted by Mr. Stevenson was 
a frank explanation of this strait- 
ened condition of state and muni- 
cipal finances. The Congress, 
partially through an ever-expand- 
ing Federal aid program, has im- 
posed so oppressive a tax burden 
that states and cities can find no 
new sources of revenue — cannot 
further raise taxes without bank- 
rupting citizens. 

Opponents of the present sys- 
tem say elimination of costly Fed- 
eral grants-in-aid would bring 
about Federal tax reduction. Dol- 
lars would not be making expet- 
sive round trips to Washington. 
They would stay at home to do 
local jobs better than they can be 
done by Uncle Sam—and certainly 
more in conformity with local con- 
cepts and ideals, completely free 
of bureaucratic interference from 
the Nation’s Capitol. 

Dollars would not be the sole 
cost of Federal aid to education, 
however. Included in the “bil 
would be weakened state and local 
governments, surrender of loca! 
determination and loss of the 


MAGAZINE OF WALL STREET! 





sense ¢ 
is bas 
These : 
dant u] 


Mi 


Unti 
lic con¢ 
financi 
structi 
was b 
equal t 
gasolir 
Over t 
highwé 
aged 0 
Treasu 
oline n 
motive 
these t 
highw: 
totaled 
spite i1 
which 
the ne 
gram, 
lieve 1 
user's 1 
return 
dollars 

Far! 
$5.3 b 
tribute 
The DL 
will ac 
aways 
merce, 
partme¢ 
and W 
Labor, 
istratis 
Comm: 
Home 
Vetera 

Witl 
shared 
nation. 
grams, 
two or 
grams 
bilities 
need a 
be mo 
cally 1 
from \ 


As t 
“challe 
Presid 
of Cor 
where 
Ings di 
branch 

(F 


MARC 


ntial 
1 one 
, de- 


the 
| eri- 
over- 
aid.” 
not- 
y tax 
lities 
any 


was 
rait- 
1uni- 
"ess, 
and- 
; im- 
rden 
d no 
nnot 
ank- 


Sys- 
Fed- 
ring 
Dol- 
pen- 
ton. 
» do 


inly 
con- 
free 
rom 


sole 
jon, 
vill” 


ocal 
the 





sense of local responsibility that 
ig basic to sound expenditure. 
These are some of the costs atten- 
dant upon Federal aid. 


Misconception Regarding 
Roadbuilding Aid 


Until the present, general pub- 
lic concept of Federal Aid has been 
fnancial assistance in the con- 
struction of highways. Such aid, it 
was believed, was in amounts 
equal to the Federal excise tax on 
gasoline. The belief is erroneous. 
Over the years, Federal aid for 
highway construction has aver- 
aged out less than one-fourth the 
Treasury's annual “take” on gas- 
oline motor fuels, and other auto- 
motive excises. In fiscal 1956, 
these taxes yielded $3 billion, but 
highway aid grants to the states 
totaled only $739.9 million. De- 
spite increased automotive excises 
which have been “earmarked” for 
the new Federal highway pro- 
gram, there is little reason to be- 
lieve the automobile and truck 
users will get any better ratio of 
return on their automotive excise 
dollars. 

Earlier it was mentioned the 
$5.3 billion of aid would be dis- 
tributed in no less than 54 forms. 
The Department of Agriculture 
will administer 11 of the “give- 
aways ;” The Department of Com- 
merce, four; Defense, one; De- 
partment of Health, Education 
and Welfare, 23; Interior, four; 
Labor, one; Civil Defense Admin- 
istration, two; Federal Power 
Commission, one; Housing and 
Home Finance Agency, five; and 
Veterans Administration, two. 

With the possible exception of 
shared revenue payments from 
national forests, veterans’ pro- 
grams, Federal civil defenses and 
two or three others, these aid pro- 
grams are basically the responsi- 
bilities of the states in which their 
need arises, Certainly they might 
be more efficiently managed lo- 
cally than by “remote control” 
from Washington. 


Titanic Obstacles to 
Budget Cutting 


As this is written, two Budget 
challenges” are in the air. The 
President has declared it the duty 
of Congress to pare the Budget 
Where and in amounts their find- 
ings dictate. In turn, the legislative 
branch has called upon the Chief 
(Please turn to page 48) 
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Which companies gained 
most new 
shareowners in 1956? 


A new analysis of common stock 
ownership in 20 listed companies 
with the most shareowners has 
been made by THE EXCHANGE 
Magazine. Published in the cur- 
rent issue, this revealing study 
discloses that one company hada 
26% increase in common share- 
owners in 1956. Another, though 
strikebound for 156 days, gained 
21%. And, of these top 20 listed 
companies, 17 showed increases. 


Analysis of this kind is typical of 
THE EXCHANGE Magazine. Its 
articles and studies are prepared 
by leading financial writers, 
analysts and corporate execu- 
tives. Here are a few other ex- 
amples from the latest issue— 


A look at college 
endowment portfolios 


The endowment funds of Har- 
vard, Yale, Princeton and Co- 
lumbia represent multi-million 
dollar investments; and each of 
the four funds favors the com- 
mon stocks of the same industry. 
The editors of THE EXCHANGE 
Magazine—believing you'll be 
especially interested in the 
issues these funds own—have 
prepared tables showing the ten 
largest common stock invest- 
ments of all four colleges. 


Stock dividends —a new high 


Last year, 168 companies listed 
on “the big board” paid 197 
stock dividends. 29 of these com- 
panies, observes THE EXCHANGE 
Magazine, paid either stock divi- 
dends totalling 20% or more, or, 
paid stock dividends and also 
split their common 2-for-1 or 











better. Here’s an article com- 
plete with an illuminating 
market price range table for 
those 29 companies that presents 
helpful research to the reader — 
quickly and concisely. 


Status of ‘‘Arrearages”’ 


THE EXCHANGE Magazine also 
reports a decline in the cumula- 
tive preferred dividend “arrear- 
ages” of listed companies. This 
interesting feature notes that 
only 16 listed companies re- 
ported dividend arrears on 
cumulative preferred stock in 
the past 12 months; that the 
total amount of such arrears is 
down by over $100 million from 
January 1, 1956. It also points 
out that such arrears have been 
showing a steady downward 
trend since 1948. Here again, 
THE EXCHANGE Magazine ob- 
serves the fiscal climate of vari- 
ous industries as a qualitative 
measure for the investor. 


In every issue, you’ll find articles 
and tables that distill the sta- 
tistics of investment activity 
into easy-reading features of 
wide interest to investors, bro- 
kers, bankers, businessmen in all 
fields. That’s why THE EXCHANGE 
Magazine is being read by more 
and more people every month. 


The cost of a year’s subscription 
—12 monthly issues—is just 
$1.00. If you send in the coupon 
below today along with your 
dollar, you can begin your sub- 
scription with the fact-filled 
March issue. Remember, THE 
EXCHANGE Magazine cannot be 
purchased at newsstands. 


Fe ee ee 7 

THE EXCHANGE Magazine, Dept. 7 | 

11 Wall Street, New York 5, New York 

| Enclosed is $1 (check, cash, money | 

| order). Please send me the next 12 issues | 

| of THE EXCHANGE Magazine. 
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What Each State 
Is Paying in Taxes 





(Continued from page 47) 


Executive to indicate places and 
amounts in his Budget where he 
thinks substantial reductions may 
be made. The Congressional re- 
quest indicates a lack of willing- 
ness on the part of Congress to 
assume responsibility for the final 
appropriations for the coming fis- 
cal year. 

The Executive Branch spent 
many months in preparation of 
the Budget. Congress has the dual 
responsibility of raising the rev- 
enue to meet budget requests and 
making appropriations to fulfill 
Budget demands. It is for the Leg- 
islative Branch to analyze and 
appraise every item in the Budget, 
decide its desirability, and then 
approve or disapprove, even 
though such disapproval be con- 


trary to the President’s request. 

Here, Congress runs into 
trouble. Everyone wants the Bud- 
get reduced, economies effected, 
but “please be sure you do not 
eliminate the appropriation for 
this District’s muchly desired 
project.” The “Merry-go-round” 
of log-rolling swings into action. 
The Congressman, responding to 
wishes of his constituents, seeks 
support of his colleagues for his 
pet project. In return, he promises 
support for 1,001 and other such 
projects. In the end, all boondog- 
gles are voted through. 

The problem is serious, but not 
impossible of solution. Needed is 
statesmanship with the fortitude 
to give an emphatic “No!” to pleas 
for Federal funds for local proj- 
ects. Couple this stamina with a 
sincere desire to put national wel- 
fare above personal political for- 
tunes and the problem melts away. 

Obviously, all Federal aid to the 
States cannot be eliminated in one 
swift stroke; no more than can 





Income: 


From transportation of freight, 
passengers, mail, express, etc. 


From other sources—interest, 
dividends, rents, etc..... 


Total Income 


Expenditures: 





Payrolls, supplies, services, 
taxes 


Interest, rents and services 
Total Expenditures 


Net Income: 


For improvements, sinking funds 
and other purposes 


December 27, 1956. 


$11,917,942. 





THE BALTIMORE AND OHIO RAILROAD COMPANY 
130th Annual Report — Year 1956 


The full annual dividend of $4.00 per share on the preferred stock was 
paid quarterly during 1956, and improved earnings justified an increase in 
the dividend on the common stock to $2.50 per share, which was paid 


Interest on long-term debt decreased $2,029,097, compared with 1955, 
reflecting the saving realized in 1956 from the 1955 refinancing. Since 
August 15, 1938, there has been a net reduction in long-term debt of 
$193,054,394. In the same period annual interest charges have been reduced 


In 1956 the company added more than 2,000 new freight train cars 
to its fleet, and accelerated its car repair program. At the end of the year 
only 3.7% of cars owned were unserviceable, compared with 6.6% at the 
beginning of the year. Additional freight cars on order and continuation 
of the repair program should provide an adequate car supply in 1957. 
At the end of 1956 Diesel power was handling 86% of the company’s 
freight traffic, 99% of its passenger traffic and 83% of its yard switching. 


Wilf + President 

















Comparison 
with 1955 

Year (+) Increase 
a... ¥ {—) Becrease 
$465,484,696 +$33,423,279 
7.746,340 _— 440,574 
$473,231,036 +$32,982,705 
$406,7 18,960 +-$28,894,811 
36,473,815 — __2,031,585 
$443,192,775 +$26,863,226 





$ 30,038,261 +$ 6,119,479 

















the drug addict overnight be de 
prived of his narcotics. The drug 
addict is cured by gradual redye. 
tion of his “intake.” It is the hy. 
mane and successful method of 
cure. Similarly, States and my. 
nicipalities must have a gradual 
reduction in their doses of “free 
dollars” from Washington, dollars 
which actually cost around $1,2 
each because of Federal “admip. 
istrative” and payroll expenses to 
return those dollars to their 
source, 

Despite Congressional uproar 
to “do something” about reducing 
the Federal Budget, more spend. 
ing bills are dropped daily in the 
hopper. Most of them delineate 
altruistic motives — additional aid 
for the aged; increased help for 
the disabled, etc. Many would cre. 
ate brand new Federal agencies of 
assistance to States, municipali- 
ties or individuals; all would mate. 
rially add to cost of Government: 
most are for responsibilities that 
are local—but all have vociferous 
supporters among the hundreds of 
pressure groups maintaining 
Washington lobbies. 

At the moment some two score 
bills to give special Federal aid- 
through public works, low-interest 
loans and technical aid — in so- 
called economically depressed 
areas pend in Congress. Two or 
three have reached the hearing 
stage before a Senate Committee. 
These measures have political ap- 
peal, may even get Committee ap- 
proval despite the fact that no one 
has come up with even a guess of 
their ultimate cost. 

These measures are cause for 
reflection. If their concept had 
been applied in an earlier stage of 
our economic development on the 
Western frontier, the national 
government today would be pour- 
ing our tax dollars into dried up 
water holes along the Chisholm 
Trail and salting the worked-out 
diggings of Poker Flats with our 
minted coins. 

Standing offers of Federal aid 
would be available to any industry 
willing to locate in any dry guleh 
by-passed by the railroads. Tomb- 
stone’s “General Motors” plant, 
supplied with tax-collected dollars 
for fuel, would be turning out 
buckboards at full capacity, and 
“General Electric” would be oper- 
ating overtime shifts on the kero- 
sene lamp assembly line, trying t 
supply the nationwide need for 
these items because nothing better 
would be on the market. 

The problem lies in the attitude 
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that the answer to the economi- 
cally depressed areas 1S_ to _be 
found in tranquilizers originating 
in the Federal Treasury’s printing 
lant, not in recognition of the 
fact that progress — economic and 
eyltural — demands initiative, not 
Federal “hand-outs” costing $1.20 
per dollar of “aid.” 

Wrapped up in the Federal aid 
program are the dangers of infla- 
tion and concentrating more and 
more power in Washington. Fed- 
eral aid, passed out under political 
pressure, zooms the inflation 
spiral upward. As the State and 
local units of government become 
more dependent upon the Federal 
Treasury for their fiscal needs 
they must become subservient to 
direction from the feeding hand. 

It is feared that a lesser unit of 
government, feeling the need of 
money for school construction, 
might acquiesce to dictation of 
curricula in return for cash. The 
proposition is not wholly hypo- 
thetical - many areas have ac- 
cepted Washington specifications 
in return for dollar aid, even 
though local interests knew the 
terms to be wasteful. 

This is the time when prudent 
citizens in all walks of life should 
take a look at the whole Federal 
aid program—if they have serious 
intent to keep their dollars at 
home, not send them to Washing- 
ton for an approximate return of 
only 80 cents per tax dollar. END 





Nation’s Growing 
Transportation Bill 





(Continued from page 13) 


marginal losses in the number of 
passengers hurt their operating 
statement. 

In 1956, airlines averaged 
about 1.8 billion revenue passen- 
ger miles—about 12% more than 
in 1955, and 30 times as much as 
in 1939. Air passenger miles 
roughly doubled between 1945 
and 1947. They doubled again be- 
tween 1947 and 1952. In 1957, the 
level will apparently be about 
double the 1952 level. 

Conversely, revenue passenger 
miles for railroads fell 50% be- 
tween 1945 and 1947; another 
30% between 1947 and 1952; an- 
other 15% between 1952 and 
1956. Despite the fabulous growth 
of the American economy in the 
past thirty years, railroad passen- 
er miles in 1956 were below the 
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HIGHLIGHTS: 


@ COMPLETION OF CONSTRUCTION PROGRAM: Two new 
manufacturing units were added in 1956—increasing 
capacity 50% over 1955. This marked the completion of 
the Company’s current expansion program. 

@ SALES: Tile sales rose 20%. 

@ EARNINGS: Net profit amounted to $1.56 per share versus 
$1.49 a year ago. 


@ CASH DIVIDENDS continued at $.70 per share (including 
a 10¢ extra payment). 1956 marked the 9th year of un- 
interrupted payments. 


@ STOCK DIVIDEND of 5% was paid in September—increas- 
ing the number of shares outstanding from 645,200 to 
677,460. 


A copy of the annual report 
booklet may be obtained by 
writing the Company at Lansdale. 


Manufacturers of ceramic 
.\ wall and floor tile 


AE AMERICAN ENCAUSTIC AE, 
TitinG COMPANY, INC. 


“America’s Oldest Name in Tile’”’ 


Lansdale e¢ Pennsylvania 








actual levels prevailing in the late 
1920’s! 
The Transportation Issue 


PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 165 





Despite the rapacious inroads 
made by motor, pipeline and air 


transportation, it remains obvi- The Besed of Divecsers on Bisech 13. 
ous that the railroads are the es- pew nape FEL pg 
sential structural core of the na- are, Teen Thue detdend om be 
tion’s transportation system. The paid by check on April 15. 1957, 80 
system has no equal for the bulk close of business on March 25, 1957. 
movement of vital commodities ; K. C. Cunistensen, Treasurer 
no other method exists even today San Francisco, California 








(Please turn to page 50) 














DIVIDEND NO. 177 
ON COMMON STOCK b 

, The Board of Directors of Con- ki 
4 sumers Power Company has ip 
authorized the payment of a | 
dividend of 60 cents per share i 
on the outstanding Common $a 
Stock, payable May 20, 1957 & 
La 





to share owners of record 

April 19, 1957 ' 
i 
t 
' 


DIVIDEND ON 
PREFERRED STOCK 

The Board of Directors also : 
has authorized the payment of 4 
a quarterly dividend on the E 
Preferred Stock as follows, 4 
payable July 1, 1957 to share ; 
owners of record June 7, 1957 


PER SHARE 
$1.12 


: 
‘ 
$1.13 
: 


CLASS 


$4.50 
$4.52 
$4.16 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Seuing Outstate Michigan 


$1.04 

















Offers Investors and Speculators 
Great Profit-Making Opportunities! 


Subscribe to 
“Stock Market News and Comment” 
One of Canada’s leading 
Stock Market Advisory Services 
(Established in 1936) 


Fill in Coupon below for Introductory 
10 issue Trial Service—$5.00 








! 
Stock Market News & Comment Ltd. 
Securities Advisor i 
80 Richmond St. W., Toronto, Canada No. ’D” ; 
I accept your Introductory 10 issue Trial Offer | 
of “Stock Market News and Comment” and en- | 
close herewith $5.00 in full payment of same. | 
1 
Name - 
Please Print Plainly 
! 
Address ' 
i 
' 
' 
' 
' 


Regular subscription rates—$15 (25 issues) $30 (50 issues) 





Nation’s Growing 
Transportation Bill 





(Continued from page 49) 


for long-haul movement of much 
of the heavy goods on which the 
nation’s growth depends. And no 
single part of the transportation 
system is so essential to the na- 
tion’s defense in time of war. 


To maintain the railroads in a 
condition of financial health in 
the face of competing carriers, it 
has become increasingly clear 
that the roads need higher rates, 
and rate increases have been 
granted liberally, although cer- 
tainly tardily throughout the 
postwar years. Rate increases 
have assuredly helped to preserve 
the system in the face of intensi- 
fying competition, on the one 
hand, and rapidly rising labor 
costs, on the other. And as rail 
rates have risen, so have the rates 
of competitive transportation 
means. The competition has mere- 
ly shifted to a higher general 
rate level, and the public has paid 
the price, in the form of a sharply 
rising transportation bill. 

In their most important fea- 
tures, the trends described here 
are still in a relatively early stage 
of development, and are likely to 


continue unabated for several 
more years. Diversion of rail 
traffic to pipelines and trucks 


will continue; and diversion of 
passenger traffic to airlines will 
continue. The railroads are coun- 
terattacking vigorously and im- 
aginatively on both of these 
fronts — by “piggy-back”’ trailer- 
freight service, for example; by 
streamlining operations and au- 
tomating such facilities as switch- 
ing yards; by experimentation 
with lower-cost, faster passenger 
facilities; and, in general, by a 
sharply higher level of capital ex- 
penditures for rolling stock and 
equipment. This is all to the good. 
But it is unlikely to more than 
modify the basic trends described 
above. Preserving the essential 
railroad system will inevitably 
mean higher rates for all trans- 
portation, and a further growth 
in the national transportation 
bill. Between 1945 and 1956, that 
bill rose from $11.5 billion to 
about $20 billion. Ten years from 
now, it could well be $30 bil- 
lion. END 
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impact of the Eurpean 
Common Market on U.S. 
Exports and Investment 
Abroad 





(Continued from page 21) 
The Philippines 


The Philippines, is a most pop 
ular foreign investment spot 
Elimination of the 17% remit 
tance tax on dividends and othe) 
exchange transfers as of Januar) 
1, 1956, is inspiring a rush 0! 
new private investment from the 
U. S. Ten groups of American in 
vestors recently visited Manilz 
to investigate specific projects o1 
which they would spend a tota 
of $40 million. The businesses 
would pay the very moderate cor 
porate tax of 20% on the firs 
100,000 pesos ($50,000) and 28% 
over that amount unless they are 
exempted from taxes throug! 
1958 under the law allowing “new 
and necessary” industries com- 
plete tax freedom. There are al- 
ready more than 800 American 
firms with investments in the 
Philippines. 

To what extent the death o= 
Ramon Magsaysay, Pro-Ameri- 
can President of the Philippines 
—and a stern foe of corruption 
and Communism — whose leader- 
ship assured a fair-deal for the 
American companies—will change 
the attitude toward them, injects 
a factor of uncertainty hitherto 
not present. 

A leading avenue for American 
corporation’s wishing to invest 
abroad is Venezuela, thoroughly 
covered in our story, “Dynamic 
Venezuela”, in our March 16th 
issue. Last year $400 million of 
new U. S. capital flowed into 
Venezuela as a result of the Gov- 
ernment’s decision to open up 
once again oil concessions to for- 
eign companies. Another $300 
million will go into new petro- 
leum investments in 1957. At the 
end of this year Venezuela will 
have about $1.6 billion in U. S. 
assets, the largest in Latin Amer- 
ica and second in the world to 
Canada. 

Venezuela, the country with the 
second lowest tax in Latin Amer- 
ica, amounting to a 3% basic levy 
and a surtax up to 26%, presents 
no problems to U. S. enterprise 
other than those arising from the 
tight credit restrictions there 
Gold and dollar holdings are 
among the largest in the world 
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and there are no exchange re- 


strictions. 

In a recent questionnaire sent 
to important executives asking 
which of 74 countries they 
deemed best suited for invest- 
ment of capital (outside of the 
U.S. A. and Canada), the 7 coun- 
tries selected were, in order: Bra- 
zi Australia, Mexico, France, 
T! e Philippines, The Netherlands 
an | Venezuela. 

is safe to say that the above 
seen countries will absorb 
ro ghly 40% of the $2.2 billion 
of new and reinvested capital 
w ich private American com- 
p: ‘ies will place abroad in 1957, 
ari we expect a stepped-up ex- 
pe ision program in Latin Amer- 
ic: to offset the markets in other 
ar as that may be lost to the Euro- 
pe n Common Market. 


EF. .tor’s Note—Since France and 
T Netherlands will share in 
th European Common Market, 
al Australia may participate 
la'r ON as a country under Brit- 
is Dominion status—we thought 
it vest to concentrate on Brazil— 
M:xico and The Philippines—and, 
as noted above, Venezuela was 
fully covered previously. —END 





What to do About 
957 Dividend Casualties 





(Continued from page 31) 


of a decline in automotive output 
in 1956 and a consequent earn- 
ings decline experienced by Shel- 
ler Manufacturing, directors au- 
thorized a reduction in dividend 
payments to 35 cents from 45 
cents for the March quarter. 
Problems encountered in produc- 
n of polyurethane also had an 
(verse effect on results. Direc- 
ors of St. Louis-San Francisco 
‘ided on a more conservative 
e in reflecting lower earnings 
t year, reducing the quarterly 
tribution to 3712 cents from 50 
ts. With a decline in orders 
machine tools, directors of 
n Norman Industries adopted 
nore conservative policy by re- 
‘ing the March quarter pay- 
nt to 10 cents from 25 cents. 
spect of a continued down- 
nd in housing construction this 
ir has raised doubt over the 
tlook for Briggs Manufactur- 
g, an important producer of 
imbing ware. Net profit drop- 
d last year to $1.31 from $2.38 
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a share in 1955. The company de- 
ferred action on the first quarter 
dividend “until a more accurate 
picture of more normal opera- 
tions can be obtained.” The pre- 
vicus dividend was 20 cents paid 
December 29 and this represented 
a cut in half from the 40 cents 
paid September 28, 1956. 


Companies Maintaining Dividends 
Despite Narrower Coverage 


A large order backlog and im- 
proved demand for farm equip- 
ment evidently induced directors 
of Allis-Chalmers to maintain div- 
idends at a $2 annual rate in 
spite of an indicated drop in earn- 
ings for 1956. Net profit declined 
to $2.42 a share from $3.03 in 
1955, and management appears 
hopeful a recovery can be effected 
this year. 

Although American Colortype 
was able to show more satisfac- 
tory operating results last vear, 
the $1 dividend was covered by 
a comparatively narrow margin. 
Directors appear hopeful that 
elimination of marginal facilities 
may result in further progress 
this vear. 

Despite a shrinkage in earnings 
for 1956 to $2.93 a share from 
$4.66 in 1955, directors consid- 
ered the margin of safety ade- 
quate for American Viscose’s $2 
dividend. Tentative signs of a re- 
covery in textiles encourage hope 
of maintenance of the 50-cent 
quarterly rate. 

Pressure on margins in a highly 
competitive industry raised doubts 
over Bohn Aluminum’s $2 divi- 
dend established last year, but in 
ordering the usual 50-cent quar- 
terly distribution for March 15 
directors appeared hopeful that 
results this year would surpass 
the $1.80 a share net reported for 
1956. 

Operations of Bridgeport Brass 
were handicapped by slow buy- 
ing of brass products while cop- 
per prices were coming down. 
Management expressed optimism 
in a recovery as soon as quota- 
tions for raw materials stabilized 
by ordering the usual 621!-cent 
quarterly dividend for the March 
quarter even though net profit for 
1956 of $2.80 a share covered div- 
idend requirements by a narrow 
margin. 

A more encouraging outlook for 
sales to the automotive industry 
and likelihood that strike losses 

(Please turn to page 52) 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends 


COMMON STOCK 
Dividend No. 189 
60 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend No. 40 

28 cents per shore; 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
Dividend No. 36 


28/2 cents per shore 


The above iV ls are pay 
ble Ap ) 7, to stock- 
lers ord April 5 
( ks will lead from 
( pan nL 
17 1p? ( 
P.C, HALE, Treasurer 








CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y 


DIVIDEND No. 37 


Tue BOARD OF DIRECTORS 
has this day declared a regu 
lar quarterly dividend of Forty 
Seven and One-Half Cents 
(47%2¢) per share on the capi 
tal stock of the Company, pay- 
able May 15, 1957 to stock- 
holders of record at the close 
of business April 15, 1957 

R. E. PALMER, Secretary 


March 21, 1957 














Studies of 


Drugs — Oils — Chemicals 


See Our Next Issue 
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ees SEER 
13 Stocks That Passed or Cut Dividends Thus Far in 1957 
. we oe Last Changed 
1955 1956 Quar. or to New 
Earnings Div. Earnings Div. Periodic Quar. or 
Per Per Per Per Price-Range Recent Payment Periodic 
Share Share Share Share 1956-1957 Price Per Share Payment Rating 
Admiral Corp. .. . $1.73 $1.00 $ .766 $1.00 22-1034 WW $ .25 : c3 
American Sumatra Tobacco 18 .50 84 .50 1634-1012 W 12’ : c2 
Briggs Mfg. Co. 2.38 1.50 1.31 1.40 24-12% 13 .20 ad B3 
Collins & Aikman 1.76 15 d 56% .60 23-13% 15 15 4 c3 } 
Congoleum-Nairn 1.81 1.10 59 .80 2234-1458 15 .30 $ .20 c3 
Howe Sound Co. 1.75 1.00 1.42 1.00 2658-1158 1134 25 10 B3 
Philco Corp. 2.13 1.60 .006 .80! 3612-14" 15 3 - B3 
Reeves Bros. 10 1.00 1.26 1.00 15 - 9% 10 25 12% c3 
St. Louvis-San Francisco R.R. 4.36 1.50 3.32 2.00 33 -20% 21 .50 .37'2 B3 
Sheller Manufacturing 3.94 1.65 1.33 1.80 29 -18 18 45 35 c3 
Textron Inc. 1.49 .60 1.58 1.60 2934-1 458 16 40 25 c2 
United Airlines 3.36 1.50 4.57° 1.50 4434-3078 31 3712 12’ Bl 
Van Norman Industries 1.09 1.00 1.10 1.00 1738- 912 10 2S 10 B2 
4_ Deficit. ; 
1—Plus stock. 35—1% stock. 5—Includes $1.34 per share gain on sale of aircraft. 
*—No dividend action. 4—Omitted dividend. 5—9 months. 
RATINGS: 
A—Best Grade. 1—Improving earning trend. 
B—Good Grade. 2—Sustained earning trend. 
C—Speculative. 3—Lower earning trend. 
D—Unattractive. | 

















What to do About 
1957 Dividend Casualties 





(Continued from page 51) 


may be avoided this year encour- 
aged Budd Company’s manage- 
ment to keep its 35-cent quarterly 
dividend for March in spite of a 
drop in earnings last year to $1.97 
from $3.34 a share in 1955. 
Although earnings of $1.11 a 
share for Certain-teed Products 
last year barely covered dividend 
requirements of $1 a share, man- 
agement evidently feels that re- 
sults this year may improve some- 
what as a result of an industry- 
wide advance in roofing prices. 
Despite an indicated sharp de- 
cline in earnings last year, result- 
ing from lower shipments and 
narrower margins, Chance Vought 
Aircraft is believed to have cov- 
ered the $1.60 dividend require- 
ment by an adequate margin. Di- 
rectors approved the usual divi- 
dend for the March quarter. 
Some concern has manifested 
itself over Colgate-Palmolive’s $3 
annual rate as a result of a drop 
in earnings last year from the 
$5.47 a share registered in 1957. 
Management seems hopeful that 
results may improve in spite of 
keenly competitive conditions. The 
usual 75-cent quarterly distribu- 
tion was paid in February. 
The recent action of Conti- 


nental Motors directors in in- 
creasing dividends to 10 cents 
from 5 cents a share reflects con- 
fidence in the outlook for more 
satisfactory operations in the fis- 
cal year ending next October. 
Labor problems accounted in part 
for the drop in net profit for 1956 
to 49 cents from 76 cents a share 
in 1955. 

An upsurge in output by Chrys- 
ler this year should benefit Elec- 
tric Auto-Lite, which supplies 
electrical equipment for most 
Chrysler models. A sharp recov- 
ery in earnings is anticipated 
from last year’s $1.46 a share, 
which compared with $6.31 in 
1955. Maintenance of the $2 divi- 
dend rate is regarded likely. 

Fortified by an exceptionally 
large backlog of orders, Foster 
Wheeler is expected to step up 
operations this year and improve 
its earnings showing. More satis- 
factory margins are anticipated 
on shipments this year. Directors 
evidently felt that prospects fa- 
vored a recovery from the dip in 
1956 to only $1.81 a share from 
$2.19 in 1955, barely covering 
$1.60 dividend requirements. The 
usual 40-cent quarterly dividend 
was ordered for the mid-March 
payment. 

Hampered by credit stringency 
which slowed up orders for fleets 
of trailers, Fruehauf Trailer ex- 
perienced a sharp decline in earn- 
ings in 1956, net profit falling to 
$1.03 as against the $1.40 dividend 


THE 


payout. Although conditions seer 
to have improved, doubt continues 
to exist over such a high rate of 
disbursements. Consideration of 
the second quarter dividend is ex- 
pected early in April. 

Keen competition for tire cord 
business in the last couple cf 
years, combined with rising costs, 
pared Industrial Rayon’s net 
profit to $2.45 a share for 1956, 
compared with $5.77 for the pre- 
vious year. Directors presumably 
felt hopeful this trend could be 
reversed, since they ordered a reg- 
ular 75-cent dividend for the 
March quarter. Uncertainty over 
the rate maintained for the last 
four years persists, however, 
pending demonstration of earn- 
ings progress. 

Mounting costs in chain store 
retailing continue to pose a prob- 
lem for merchandisers such as 
McLellan, which has had difficulty 
in holding earnings up to the pre- 
Korean level. Need for capital te 
finance modernization and store 
expansion may compel a further 
lowering of distributions in view 
of the scant coverage indicated 
for 1956 at the $1.60 rate. 

In a business so susceptible te 
wide earnings fluctuations be- 
cause of weather conditions, Min- 
ute Maid’s management cannot be 
too certain of dividend rates 
Earnings in the fiscal year ended 
October 31 barely covered the 
80-cent dividend requirement 

(Please turn to page 54) 
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SOUND PROGRAM FOR 
1957 
For Protection — Income — Profit 


There is no service more practical . . . 
nore definite . .. more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


fhree Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


rogram 1—Top grade stocks tor security and 
assured income with excellent ap- 
preciation potentials. 


rogram 2—Special dynamic situations tor sub- 
stantial capital gains with large 
dividend payments. 


rogram 3—Low-priced stocks for la:ge per- 
centage growth. 


ojects the Market . . . Advises What Action to 
ke . .. Presents and interprets movements by 
dustry of 46 leading groups comprising our broad 
ock Index. 

spply-Demand Barometer plus Pertinent 
harts depicting our 300 Common Stock Index 
00 High-Priced Stocks. 100 Low-Priced Stocks; 
Iso Dow-Jones Industrials and Rails from 1950 
o date. 


Dow Theory Interpretation tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 


date data, earnings and dividend records or 
securities recommended. 


elegraphic Service . . . If you desire we will wire 
you in anticipation of important market turns. 


Washington Letter—Ahead-of-the-News interpreta- 
tions of the significance of Political and Legislo- 
tive Trends. 

Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 








Mail Coupon 
Joday. 
Special Offer 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 99 Broad Street. New York, N. } 


I enclose 1) $75 for 6 months’ subscription: [] $125 for a year’s subscription 


HowTwo ForecastStocks Rose 42": Points 
Despite The Market Decline 





On April 6, 1956 when the market reached its highest point 
for 1956, Boeing closed at 813g—while General Dynamics 
closed at 614%. Despite the decline that has taken place 
since then, Boeing has appreciated 1354 points — while 
General Dynamics has gained 281 points. 

Boeing Airplane was recommended to subscribers at 46— 
prior to the 2-for-] stock split in 1954 which marked our 
cost down to 23. On August 6, 1956, Boeing was split again, 
2-for-1, reducing our cost to 1114 for the new shares which 
are selling at 4714 — representing 313°, enhancement. Cash 
dividends of $1.25 in 1956 represented a 10.8% yield on 
our original buying price and 2% stock dividend was paid 
in December 1956. 


Also, we recommended General Dynamics in April, 1954, 
at 43. It was then split 2-for-1, marking our cost down te 
2114. It was split 3-for-2 in 1956 further reducing the cost 
to less than 143g. General Dynamics has now reached 5934 
— to show 315°, gain from our original recommended price. 
The current dividend yields 10.2% on our cost. 


We believe our latest and coming buying advices will help 
us to maintain our outstanding profit and income record 
of the past three years, 


ENROLL NOW—GET ALL OUR RECOMMENDATIONS 


The time to act is now—so you will be sure to receive all 
our coming selections of dynamic income and profit oppor- 
tunities at strategic buying prices. 

Mail your enrollment today with a list of your hvidings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain — which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase recommendations when we give the buy- 
ing signal, for decisive 1957. 
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SPECIAL OFFER—Includes one month extra FREE SERVICE 





‘Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


a 
, MONTHS $75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Aw Mai: () $1.00 six months; [] $2.00 "j Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points . 
. Special Delivery: [) $5.20 six menths; When to buy and when to sell ... when 
) MONTHS $125 Cj] $10.40 one year to expand or contract my positien 
SERVICE Sap icisoslecesiiitin solitons daha tedicreicebvstiipasiihpiipishtes, “ehieininilasentaninpasbiisticaididinlinbal 
rplete service will start at Address soneeneeses 
e but date as officially be- Ha sesssinchctsicchsisasoiuelsepnianchinhiencissei lace aeelniitaldben 
ining one month from the day ee 
ur check is received. Sub Your subscription shall not be assigned at List up to 12 ef your securities for our 
riptions to The #orecamM ure any time withewt your consent. initial lytical and ad y report. 


ductivle for tax purposes. 


ARCH 30, 1957 
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What to Do About 1957 
Dividend Casualties 





(Continued from page 52) 


Some doubt must prevail over 
continuance of such a high pay- 
out unless a recovery develops 
this year. 

Narrow margins in the auto 
parts and power lawn mower in- 
dustries tended to hold 1956 earn- 
ings of Motor Wheel relatively 
close to the $1.60 annua! rate, and 
improvement seemingly would 
be required this year to assure 
continuance of this rate of divi- 
dend payment. 

Much of the same set of con- 
ditions prevails for Rockwell 
Spring & Axle, which covered the 
$2 dividend (maintained for three 
years) by a narrow margin. Earn- 
ings dropped to $2.44 a share 
from $3.79 a year earlier. De- 
spite payment of the usual March 
dividend of 50 cents some doubt 
must exist over future distribu- 
tions. 

As in the case of most agricul- 
tural processors, Spencer Kellogg 
has experienced erratic earnings 
fluctuations. Despite small earn- 
ings of only 96 cents a share for the 
fiscal year ended August, direc- 
tors evidently feel a more satis- 
factory showing can be antici- 
pated this year, since the usual 
20-cent quarterly payment was 
ordered the current period. 

Rising costs and keen compe- 
tition have exerted pressure on 
Ward Baking’s margins. Earn- 
ings have shown a disappointing 
downtrend. Despite reductions in 
each of the last three years, the 
current $1 rate is being covered 
by a narrow margin on basis of 
latest figures, showing $1.22 a 
share for 1956, against $1.53 a 
year earlier. 

It will be particularly impor- 
tant for stockholders to examine 
first quarter earnings reports 
which will begin to make their 
appearance in April for many of 
these will throw new light on the 
possibilities for dividend mainte- 
nance by companies that have 
been hoping for the best — but 
where profits have been pared to 
a degree which threatens dividend 
regularity. END 
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Dynamic Electronics Industry 





(Continued from page 25) 


only a fraction of the uses of 
electronics having been ex- 
ploited, many companies will be 
attracted to this field and enter- 
prises already firmly entrenched 
will be extending their lines of 
instruments and controls. There- 
fore, the competition which is al- 
ready keen will become even more 
intensified. Some of the weaker 
entities in the electronics industry 
may find it difficult to meet the 
new competition while other com- 
panies will make dynamic prog- 
ress depending on their research 
and new discoveries. END 





For Profit and Income 





(Continued from page 33) 


U.S. Government is a big cus- 
tomer because (1) the company 
has participation in the large and 
relatively new power project sup- 
plying electricity to the Ohio 
atomic energy facility; and (2) 
it serves Wright-Patterson Field, 
the Air Force’s research and ma- 
terials center, near Dayton. In 
the postwar period through 1956 
gross revenue approximately 
tripled and net income more than 
quadrupled. Despite dilution from 
stock offerings, per-share earn- 
ings almost doubled. Dividends 
lagged until recently, but annual 
payments rose for three consecu- 
tive years through 1956, with the 
last boost in rate from $2.20 to 
$2.40 in December. Earnings rose 
over 13% last year to a record 
$3.81 a share. Despite some 
equity financing in February, 
they should be in the range $3.90- 
$4 a share this year. Taking the 
lower figure, the stock is priced 
at about 12 times earnings at its 
current level of 47, against an 
average ratio nearer 14 for util- 
ity stecks. The dividend payout is 
about 60%, against nearer 70% 
for the average utility, which 
means proportionately more lee- 
way for further increases as 
earnings gain. Finally, the cur- 
rent yield of 5.1% is moderately 
above the average for utilities. 
The stock is a sound buy for in- 
come and gradual, long-pull gain. 


Union Tank Car 
Below-average risk, above-av- 
erage yield and potentials for 


THE 


moderate-to-substantial longer- 
range appreciation are a combin- 
ation which should appeal to con- 
servative investors under present 
market conditions. We think it is 
offered by this stock. Revenue de- 
rives from the leasing of tank 
sars to shippers of liquid com- 
modities, principally oil compa- 
nies. This business tends to grow 
fairly steadily, in line with in- 
creasing consumption of oil prod- 
ucts and regardless of the prices 
thereof. The company builds its 
own cars, and maintains servic- 
ing facilities for them at more 
than two score key U.S. and Can- 
adian centers. It has exclusive 
contracts with many large oil 
companies, including virtually a! 
of those carrying a Standard O'1 
name. Following four consecutiv: 
years of rise, earnings were cut 
to $2.40 a share last year, from 
1955’s record $2.60, principally 
because expansion required equit, 
financing last July. With that out 
of the way, with the car fleet up 
to 50,000 and more being built, 
1957 profit should rebound to 
between $2.80 and $3 a share. 
Dividends have been continuous 
and fairly generous since 1914. 
Annual payments rose for four 
consecutive years through 1956. 
The $1.60 rate is conservative, 
and another increase probably is 
only a matter of time. The stocx 
is at 29 in a 1956-1957 range of 
36-273, vielding 5.5%. It is not 
difficult to envision a level around 
36-40, possibly within one to two 
years—or a profit potential on the 
order of roughly 25% to nearly 


40%. 
Stocks To Watch 
We did not see any bargain- 


counter stocks in this market; we 
think that most stocks in the in- 
dustrial and rail lists probably 
will go lower (below the Febru- 
ary lows) some time in the 
months ahead; but we do not see 
basis for a big “bust.”’ This is a 
good time for study and tentative 
earmarking of stocks suitable for 
buying at opportune prices. You 
should pass over the more specu- 
lative issues. It will pay to buy 
good-quality or medium-quality 
stocks, if reasonably priced, of 
companies both well established 
and vigorous. A few examples are 
National Lead, American Home 
Products. Halliburton, Merck, 
McGraw-Hill, Clark Equipment, 
Phillips Petroleum, American Cy- 
anamid, Pittsburgh Plate Glass, 
and Union Carbide. END 
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The Trend of Events 











l- 
N- 
it a 
is (Continued from page 3) 
©-" Federal regulations, the same as 
I< bs nks, insurance companies and 
P= — ot ner depositories of public funds. 
a Ve should not leave the house 
W ¢| aning to Mr. Reuther, who has 
P= protested for a long time against 
U- "ary control of union funds. Noth- 
eS ins would be accomplished, for 
ts” yw, all know the ease with which 
C-  m ney can be collected from the 
row rkers, under the forced pay- 
n- ny nt of dues, making unions the 
v2“) .cket ideal” and easy pickings 
Ef gangsters. We must act firmly 
1) oy tace dire consequences. 
)'] 
V2 N!'<ON’S AFRICAN TOUR... It is 
ut of en said that “whom the Gods 
Mr wald destroy they first make 
ly m. d”—and that seems to be work- 
ty in out in the case of Gamal Abdel 
ut’ N. sser. That Nasser has over- 
1) pl. ved his hand seems most likely, 
It, ju ging from Mr. Nixon’s tri- 
t) wun phant tour of Africa. 
€. od moves in mysterious ways 
us da glance at a map will show 
4.7 tl the stiff-necked petty dicta- 
ur tor is not going to have things 
©. his own way. Thus the possibility 
€, of an Aswan Dam is rapidly evap- 
IS orating. It doesn’t seem likely 
CX that Russia would be willing to 
of risk the money, if she has it, in 
Ot the light of the fact that the head- 
id” waters of the Nile are located in 
vO Ethiopia and run through the 
he Sudan into the Nile Delta, upon 
ly which the fertilization of Egypt 
depends. 
n- 
ve As | See It! 
n- 
sly ‘ a ; = 
md (Continued from page 5) 
he serves. Thus, even the Arab 
ee world’s most powerful trump, 
a control of 70 percent of the 
ve world’s proved oil reserves, can 
or not be considered an unassailable 
ou fact on which to base a long-range 
ue pollcy. 
uy /f course, none of the above is 
ity meant to suggest that the Middle 
of Exst oil fields are no longer im- 
ed portant to the West, or that we 
re Con easily dispense with the Suez 
me (nal. The Middle East oil de- 
-k, posits are likely to remain the 
nt, rld’s largest concentration of 
‘y- t mineral no matter what 
Ss, ier finds of oil or substitute 
ND ' inerals we make in the foresee- 
ETM ARCH 30, 1957 


able future and the Suez Canal 
will always be the shortest ship- 
ping route between the East and 
the West. 

However, if Nasser or any 
other Arab nationalist should get 
the notion that these things give 
him an all-powerful weapon with 
which to browbeat the West into 
submitting to his political 
schemes, he would soon learn how 
tenuous and temporary his stran- 
gle-hold actually is. Western capi- 
tal, organization and technology 
have already solved more difficult 
problems than by-passing a Canal 
or broadening the supply sources 
for a needed raw material. In the 
long run, the Middle East needs 
the West at least as much as the 
West needs the Middle East. 

END 





Answers to Inquiries 





(Continued from page 40) 


pares with earnings of $52,356,- 
104 or $3.23 per share for 1955. 
based on the same number of 
shares. The net income and gross 
revenues of 1956 were exceeded 
only by those of 1955 and 1954. 

Last vear’s decline in gross rev- 
enues Was due principally to a de- 
crease in export shipments and a 
reduction in export prices, while 
domestic shipments were ad- 
versely affected by the steel and 
longshoremens’ strikes and by re- 
duced requirements for summer 
fertilizers. The decline in net in- 
come also reflects the increased 
charges resulting from an ex- 
panded program for exploration 
and development. 

As a result of its large produc- 
tion during the year, the highest 
in its history, the company added 
substantially to its stockpile. The 
bulk of the production was by the 
Frasch process from its Newgulf, 
Moss Bluff, and Spindletop plants 
in Texas. One of the company’s 
subsidiaries began operations of 
a new Frasch process plant at 
Nopalapa Dome on the Isthmus 
of Tehuantepec in Mexico in Feb- 
ruary, 1957. Another, the fifth 
postwar plant to be built by the 
company is under construction at 
Fannett Dome in Texas, and is 
scheduled for operation in 1958. 

Drilling offshore from Galves- 
ton, on leases from the State of 
Texas, has proven the presence of 
sulphur, but further drilling dur- 
ing 1957 will be necessary to de- 


termine the extent of the area of 
the sulphur deposit. Other explor- 
ation projects of the company in- 
clude diamond drilling of a sui- 
phide ore body in New Brunswick, 
Canada, and exploration in Sicily, 
the mainland of Italy, Ethiopia 
and Alaska. 

The size of the company’s stock- 
piles, its high production rate and 
the large tonnages constantly in 
transit enable Texas Gulf to main- 
tain prompt and regular shipping 
schedules by water and rail. 

Balance sheet as of December 
31st, 1956 showed total current 
assets of $79,757,783 and current 
liabilities of $15,661,344 com- 
pared with $77,931,660 and $20,- 
068,273 respectively, a year ear- 
lier. Earned surplus at the end of 
the year, after payment of $20,- 
040,000 in dividends was $108,- 
500,074 compared with $100,404,- 
194 at the end of 1955 after 
payment of a like amount of divi- 
dends. 

Dividend payments last vear 
were $2.00 per share and 50 cents 
Was paid in the first quarter of 
the current vear. END 





Keeping Abreast 
of Corporate Developments 





(Continued from page 12) 


Food Machinery & Chemical 
Corp., in carrying out its planned 
expansion in the petroleum equip- 
ment industry, has acquired 98% 
of the 90,000 outstanding shares 
of Oil Center Tool Co., through an 
exchange of stock on a share for 
share basis. The new acquisition 
which will be brought into the 
Food Machinery fold as a subsidi- 
ary, manufactures wellhead 
equipment to control flowing oil 
and gas wells. 


Northern States Power Co., has 
joined with 9 other utility com- 
panies in a plan to build a 60,000 
kw. nuclear power plant costing 
between $20 million and $25 mil- 
lion on a site somewhere in the 
four state territory served by 
Northern States Power. Research 
and development work will be fi- 
nanced by the utility group 
through a corporation that is now 
forming. It is expected the plant 
will be completed in 1962. Even- 
tually it will be owned and oper- 
ated by Northern States Power 
which will transmit the electricity 
to members of the group. END 
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Objective: RETIREMENT 


An Important Message to Investors with $20,000 or More 


f 

Wows investors are aiming for eventual re- 
tirement ... whether they hope to arrive at 
their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 

In the coming months and years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
... with a host of new products, materials and 
techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense of 
less able competitors. TO YOU, as an investor, 
this adds up to an increased need for con- 
tinuing investment research and capable pro- 
fessional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unsually promising 1957 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning vour investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








J ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or WALL Street. A background of over forty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 























“Look, Ma—no hands!” 


Easy...now that ITaT provides smooth, automatic 


piloting for private and executive aircraft. 


When flying—you must be constantly alert, keep 
close watch on the performance of your plane, ob- 
serve air traflic, check course, maintain radio contact. 
And all the while you are making constant correc- 
tions in heading and altitude. Rough weather makes 
the job tougher, intensifies strain. How often have 
you wished for a co-pilot to take over the controls? 

Now you can have the Federal AUTOPILOT to 
“take over” 


the first tubeless automatic pilot engineered for 


and flying can be even more fun. It is 


small aircraft, giving you absolutely dependable 


automatic flight at a low price. The AUTOPILOT 
stabilizes and maneuvers your plane smoothly, in- 
stantaneously and positively—and for increased 
safety you can override the AUTOPILOT at any time. 

Here is an important innovation in precision air- 
borne equipment now offered at lowest cost by Inter- 


national Telephone and Telegraph Corporation. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION, 67 Broad Street, New York 4, N.Y. 


For information about the Federal AUTOPILOT address Federal Telephone 2nd Radio Company, a division of IT&T, Clifton, N. J. 








